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DIRECTOR’S PREFACE 


To the people of the United States international 
commercial policies constitute, at the present time, 
a subject of unusual interest. Within the last 
decade an entirely new set of economic relationships 
between this country and the rest of the world has 
been created. Certain old questions have reap- 
peared in new aspects and with changed implica- 
tions. The tariff, as the most important expression 
of trade policy of this country, deserves renewed 
attention and a fresh examination. Consequently, 
the Institute of Economics has undertaken an 
analysis of the entire American system of customs 
duties. 

Before attempting any broad generalizations re- 
garding the wisdom of American tariff policy as a ° 
whole, the Institute will first present a series of 
special investigations dealing with the relation of 
the tariff to particular lines of production in the 
United States. The tariff is not a single problem to 
be solved by the application of any one general 
formula. With reference to each particular industry 
it affords a variety of concrete questions of public 
policy. There has been an abundance of abstract 
theorizing in the United States about the principles 


of protection and free trade and there has been no 
ix 
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dearth of statistical data submitted by interested 
parties. But unfortunately, there has been very 
little effort toward dispassionate investigation of 
the concrete effects of tariff legislation from the 
point of view of the public welfare. 

The studies of special commodities, together with 
more general discussions which are now in prepara- 
tion and which will be based largely on the evidence 
adduced in the commodity studies, are designed to 
meet this need. The purpose of each commodity 
study is primarily to clarify the reader’s mind with 
respect to the actual relation of the tariff to the 
industry in question. Pertinent facts are brought 
out relating to the character, importance, and geo- 
graphical distribution of the industry. Answers are 
made to the questions: What has been its tariff 
history? What is the present situation with respect 
to the burdens and benefits of the tariff? What 
would be the probable effects upon the industry and 
upon the public of a change in the rate? Finally, 
in the light of all the evidence available a conclusion 
is arrived at as to what ought to be done. 

In all matters except the conclusion the study 
need make no reference to general tariff policy. 
Each specific case can be studied simply on its own 
merits. In some cases even the conclusion may be 
arrived at without giving consideration to general 
principles of tariff policy. The facts may point so 
clearly to the futility or to the ill effects of a duty 
that its removal appears desirable from any point 
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of view. In other cases, however, some balancing 
of conflicting national policies cannot be escaped. 
The study will show that the duty has certain defi- 
nite effects. It may bring a pecuniary benefit to 
some interests and a pecuniary burden to others. 
It may be indicative of a trend towards national 
self-sufficiency and insularity on the one hand or 
towards increasing international interdependence 
on the other. It may promote a diversity of indus- 
tries but at considerable economic cost. 

Under such conditions individual appraisal of 
these several ends must influence the conclusion. 
For example, suppose the study shows a pecuniary 
gain to one class purchased at the expense of a 
greater pecuniary loss to another. A person may 
be convinced that good national policy calls for the 
assistance of the benefited class even at that cost. 
Suppose that the study shows that the duty will 
greatly expand an important domestic industry, but 
at the cost of diverting labor and capital from 
channels in which they might be more effectively 
employed. To some minds such expansion may 
seem well worth the cost. Suppose that the study 
shows that the removal of the duty will cause con- 
siderable disturbance to an existing business adjust- 
ment and considerable loss to the laborers and 
investors concerned. Some persons will nevertheless 
feel that the ultimate public good justifies the 
incidental disturbance and loss. The conclusion in 
each study represents the opinion of the Institute 
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arrived at by men of quite different points of view 
after thorough discussion both of the evidence 
adduced in the specific case and of the ends sought. 
It therefore should carry some weight. It cannot 
be expected, however, that all readers will accept 
this opinion. But if the study has put before the 
reader all the pertinent facts in the case and the 
reasons on which the findings are based, and has 
thereby so clarified the whole situation in his mind 
as to enable him to form an intelligent judgment 
of his own, it will have amply justified itself. 

The present study of the duties on wool is one 
of several dealing with agricultural commodities. 
This particular aspect of the tariff is not only 
economically important, but it also serves to illus- 
trate the diversity of considerations that must be 
weighed before appraising our general customs 
policy. The first agricultural commodity study was 
“Sugar in Relation to the Tariff.” Other investiga- 
tions will deal with the tariff in relation to cattle 
raising, cotton growing, wheat farming, and the 
production of animal and vegetable oils. These 
separate studies are to be followed by a volume de- 
voted to a general discussion of the effect of the 
tariff on American agriculture. The reader will find 
the conclusions of the present study on pages 287-94. 


H. G. Moutrton, 
Washington, D. C., Director. 
January, 1926. 
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INTRODUCTION 


Wool has been the subject of more protracted 
and bitter controversy than any other commodity 
which has been given tariff protection in the United 
States. There are several reasons why it has been 
the “bloody angle” of the tariff battles. It is an 
article of common use, the raw material for one of 
the largest manufacturing industries. Also, it has 
been for many years imported in large quantities 
because the domestic supply has not been great 
enough for our needs. These facts in themselves 
might suffice to make it important, but in addition 
the wool schedule of the tariff has occupied a con- 
spicuous place ever since the Civil War as a typi- 
cal instance of adjustment between the duty on a 
raw material and that on the products made from 
it. It has furnished, therefore, many a bone of 
contention between wool growers and manufac- 
turers as well as between both groups of producers 
and the consuming public. It deserves additional 
attention at present because changes have recently 
been taking place in the methods of sheep husbandry 
and in the conditions under which it operates. 
Moreover, the increase in the rate of duty on wool 
in the Tariff Act of 1922 makes it an especially 


noteworthy subject. 
xvii 
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I. THE PRESENT SITUATION 


The most striking fact in connection with the 
history of the sheep industry in the United States 
is that the production of wool has not increased in 
the past forty years. During the twenty years fol- 
lowing the Civil War, the sheep industry grew 
rapidly in the Rocky Mountain and Inter-Mountain 
states, while the decline in the Eastern and Middle 
Western states was correspondingly fast. The 
domestic wool clip amounted to about 300,000,000 
pounds in 1883, and the yearly output since that 
time has averaged about the same, although it has 
fallen considerably below that total since 1920. The 
ratio of imports to domestic production, on the other 
hand, has greatly increased. Before the European 
war, the imports of competing wool were about 
one-half as large as domestic production, while in 
six of the ten years since 1914 they have been greater 
than the home-grown output. 

Australia has enormously augmented its output 
in the period during which the American produc- 
tion has been stationary. Argentina also greatly 
increased its output until a few years ago, and it is 
from these sources that the wool manufacturers 
of this country now obtain most of their foreign 
supply. The decline of wool growing in the United 
States naturally gives rise to an inquiry regarding 
the net effect of the past tariff policy toward wool 
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and the ultimate consequences of the recent in- 
crease in the duty. 

The significance of the facts for the consumers 
of the country is important, but in seeking the 
origin of the present situation the subject should 
be treated first from the point of view of those inter- 
ested in sheep raising. The nature of the industry 
has been changing, and even in the “range” territory 
of the Far West increasing reliance has been placed 
on lamb production as a source of profit to the flock 
owner. In that section, where the industry is still 
mainly conducted on a large scale and the flocks are 
grazed over wide areas which have very sparse vege- 
tation, more than half of the gross returns come 
from the sale of mutton and lamb. The tendency 
toward development of meat production as the more 
important part of the sheep industry is not confined 
to this country, however, but has been exhibited in 
Argentina and, to a less marked extent, in Australia. 
In New Zealand the industry has long been charac- 
terized by its dependence on the exportation of 
frozen mutton. This trend toward mutton produc- 
tion has caused a change in the kind of wool grown. 
Both in this country and abroad there has been a 
lessening production of the fine Merino wools neces- 
sary in the manufacture of high grade cloths. 

The westward shift of the sheep industry in this 
country, with a check to its expansion because of the 
disappearance of the frontier, the present tendency 
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toward greater dependence on mutton production, 
the increasing reliance of American manufacturers 
on imported wool, and the changes in nature and 
amount of foreign production of wool, are all sig- 
nificant in a study of the position of the industry 
with reference to the tariff. 


II. QUESTIONS WHICH THIS STUDY MUST ANSWER 


The purpose of this study is to assemble and 
analyze relevant information with the object of 
determining whether the policy of protecting the 
wool-growing industry of the United States is wise 
and expedient. In a word, an effort will be made to 
decide whether the wool duties materially help the 
sheep owners and also whether they burden the con- 
sumers of woolen goods. If the interests of these 
groups are found to be opposed, an attempt will be 
made to strike a balance which shall represent the 
predominant interest of the whole country. To 
bring the complex problem to a focus the following 
questions are proposed, all of which this study must 
answer: 


1. Can the American sheep industry hold its 
present position without tariff aid? 

2. If the American sheep industry, or a part of it, 
as now organized and conducted, cannot com- 
pete with the sheep industry of foreign coun- 
tries, what is the nature of the disadvantage of 
domestic producers? 
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3. Can the disadvantages of the range and farm 
branches of the domestic industry, respectively, 
or of the unfavorably situated domestic pro- 
ducers, be measured by any exact criterion? 

4. Is there any scientific method for the determi- 
nation of a correct rate of duty? 

5. What would be the effect on sheep husbandry 
in the United States of different rates of duty 
on wool? 

6. Is it possible to measure the burden imposed 
on consumers by a duty, and, if so, how great 
is it? 

7. Should changes be made in the wool schedule 
irrespective of any change in the duty? 

8. What is the desirable public policy in regard 
to a duty on wool? 


Part I will treat in detail conditions in the Ameri- 
can range wool-growing industry and in the farm 
sheep industry. The situation in competing coun- 
tries will also be studied. Part II will give the 
background of the present tariff law. The early 
history of the wool duties will be related briefly, 
and the experience with free wool in 1913 and with 
wool control during the war will be described. Then, 
after appraising the “Hmergency Tariff” of 1921, 
we shall turn to an analysis of the provisions of the 
Act of 1922. Part III will discuss the present prob- 
lem and evaluate the various proposed bases for a 
duty. Conclusions will be formed as to the effects 
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of a wool duty on American sheep husbandry and on 
the consumers of wool goods. Finally, the desirable 
public policy in regard to a wool duty will be con- 
sidered. 


PART I 


THH SHEEP INDUSTRY-IN THE 
UNITED STATES AND FOREIGN 
COUNTRIES 


THE TARIFF ON WOOL 


CHAPTER I 
THE RANGE WOOL GROWING INDUSTRY 


Sheep-raising is carried on as an independent en- 
terprise in the United States chiefly in the great ex- 
panse of territory between the Pacific Coast and 
Rocky Mountains, and on the plains directly east 
of the mountains. Here are found areas useful for 
little else but stock-raising. Flocks of sheep graze 
the semi-desert lands in winter, while in summer 
they may be found in the forest reserves, often far 
up toward the timber-line. In studying the wool- 
growing industry of this country in its relation to 
the tariff, attention should first be turned toward 
sheep husbandry in the Far West.1 

Although sheep had been kept in New Mexico 
from the time of the early Spanish occupation, the 
first encouragement to the extension of the industry 
in the western states came from the opening of 
mines, when flocks of sheep were needed to produce 
mutton for the growing population. In 1870 the 


+ This includes the following states: Montana, Wyoming, Idaho, 
Colorado, Utah, Nevada, Arizona, New Mexico, Texas, Cali- 
fornia, Washington, and Oregon. 
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I. Leading Sheep Raising States in 1840 


eee | Leading Group 

s Second Group 

Third Group 
States Classified by Total Number of Sheep 


II. Leading Sheep Raising States in 1860 


ERE Leading Group 


E Second Grovp 
Third Group 
States Classified by Total Number of Sheep 


4 


III. Leading Sheep Raising States in 1880 


ERHES Leading Group 


4] Second Group 


Third Group 
States Classified by Total Number of Sheep 


IV. Leading Sheep Raising States in 1900 


GESE8 Leading Group 


Second Group 


(es)Third Group 
States Classified by Total Number of Sheep 
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Pacific Coast states had more sheep than the Rocky 
Mountain states and Texas, but by 1880 the distri- 
bution was about equal between them. The year 
1884 marks the growth of the sheep industry in the 
Far West to the point of predominance in the coun- 
try. In that year the number of sheep in the region 


V. Leading Sheep Raising States in 1920 


ERS: Leading Group 

Second Group 

Third Group 
States Classified by Total Number of Sheep 


first became greater than the number in all other 
sections. The improvement of the transportation 
facilities made it possible to undertake wool grow- 
ing there on a commercial scale. 

The territory which now comprises the Rocky 
Mountain and Inter-Mountain states was largely 
unsettled public domain until after the Civil War, 
The Homestead Act, passed in 1862, was gradually 
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extended to include the territories of the Far West. 
Settlement continued to increase until in the years 
between 1890 and 1910 it reached tremendous vol- 
ume. There is now very little land which remains 
unoccupied on which crops can be grown. Much 
land has been irrigated, and dry farming, widely 
attempted, has been very successful in some sections. 
Improvements in method and more judicious use of 
natural resources may greatly increase the amount 
of such cultivation. However, stock-raising still is 
the leading industry throughout large areas. (See, 
on pp. 4-6, charts illustrating the westward trend 
of the sheep industry in the United States.) 


I. IMPORTANCE OF THE SHEEP INDUSTRY IN THE 
FAR WEST 


Before we consider the management of the sheep 
industry, in its technical details, it is important to 
comprehend the broader implications of the exist- 
ence of the industry and its connection with other 
parts of the general economic organization of the 
country. 

The wool-growing industry of the Far West has 
important and far-reaching relations with other 
forms of economic activity. It is the chief economic 
reliance of large areas in that part of the country; 
in fact, it is almost the only industry in counties of 
some Rocky Mountain and Inter-Mountain states. 
The assessed valuation of the sheep is sometimes as 
great as the value of all other property, and the 
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number runs, in localities, to many thousands per 
head of population. But even where this industry 
does not thus dominate the whole economic organi- 
zation, it is an important part of the structure. It 
is connected in many ways with other forms of 
enterprise. The banks are prepared to finance the 
sheepmen with loans, and an important part of the 
bank profit is secured from such business. Manu- 
facturers of supplies, both in the West and East, 
have an important market in the range sheep coun- 
try. Sheep dip, paint for branding, ear tags, sheep 
shears, camp equipment, and other commodities are 
demanded in large quantities by the owners of 
flocks. The local dealers in merchandise—both of a 
general character and the special sorts used by sheep- 
men—depend for their prosperity upon the state of 
the wool and lamb markets. Arrangements in the 
business of transportation are predicated upon the 
average quantity of wool and number of sheep and 
lambs to be transported to Eastern markets, and a 
decrease means a diminution in freight revenue of 
the railroads furnishing such service. 

Agriculture and other kinds of live-stock raising 
—especially cattle-raising—are partly competitive 
with sheep-raising and partly supplemental to it. 
In places, sheep and cattle can be run together to 
good advantage, but there are many regions where 
the feed is too sparse for anything but sheep or 
goats. The development of irrigated ranching means 
a limitation of the range in some places, but in 
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others it merely adds to the possibilities of the 
region without restricting the range area. The prob- 
lem is therefore one of combining enterprises in the 
most effective way. 

The sheep industry has also afforded the basis for 
economic development along other lines in the Far 
West. It is obvious that development in that sec- 
tion has only been possible by the investment of 
outside capital or by the accumulation of capital 
in some of the basic industries. Together with its 
mineral, oil and timber resources, the live-stock in- 
dustry has afforded a chance for profits which have 
been used in the construction of cities, in irrigation 
projects, and in many other ways. 

Important interstate commercial relations have 
been created by the development of the sheep in- 
dustry in the Far West. The great wool market of 
the country is Boston, which has come to that posi- 
tion of prominence by virtue of its proximity to wool 
manufacturing centers and by other advantages 
given by an early start in the business. New York 
and Philadelphia are also important markets, and 
the erection of wool-warehouses in Chicago and Co- 
lumbus in recent years has given an impetus to the 
business in those cities. Wool buyers go out from 
the great wool markets each year and purchase most 
of the western clip which is shipped eastward to be 
sorted, graded, and sold to the manufacturers. In 
consequence, individual wool growers have estab- 
lished relations with wool merchants which in many 
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instances have continued over a long period of years 
with satisfaction to both. One feature of the rela- 
tionship has been an extension of credit to growers 
by dealers and their financial associates. The sec- 
tional division of labor and interchange of goods is 
similar to that existing between different political 
sovereignties in other parts of the world. 

Sheep and lamb production, and consumption of 
the meat products also give rise to a limited terri- 
torial division of labor, although this phase of the 
industry is important to Middle Western and East- 
ern farmers. The sheep and lambs raised on the 
western ranges are shipped to Denver, Omaha, Kan- 
sas City, Jersey City and Chicago, the last-named 
being the greatest slaughtering center. Particularly 
in that city have extensive facilities been created for 
preparing the products for market, and for distrib- 
uting them to the eastern centers of population 
which consume by far the greater proportion of 
lamb and mutton. This development also has 
brought about established relations between the 
producers, commission men, packers, wholesalers and 
retailers. 


II. DISTINCTIVE CHARACTERISTICS OF THE RANGE 
INDUSTRY 


Before analyzing the situation in the range area 
of the United States we must speak in general terms 
about certain features of sheep raising. Sheep hus- 
bandry on the “range plan” exhibits certain general 


THE RANGE WOOL GROWING INDUSTRY 11 


characteristics, in whatever country it is carried on, 
which distinguish it from the farm system. 

The range plan is adopted where there is an abun- 
dance of unenclosed grazing—usually in new coun- 
tries where there is great deal of free or very cheap 
land. The flocks can roam at will over great unin- 
habited areas. If the vegetation is abundant, large 
numbers of sheep may be kept. Even it vegetation 
is very light, there is still such a great area of graz- 
ing land that the flocks of one owner frequently are 
counted in tens of thousands. Such a method of 
sheep raising constitutes a distinctly pastoral econ- 
omy. It was the type found in Argentina and Aus- 
tralia in the early years of their development, when 
they were more sparsely populated than at present. 

The paddock system, now widely adopted in both 
those countries, is a modification of the range system 
under which the sheep are run in enclosures. It 
reduces the labor required in tending flocks and 
permits more economical utilization of the feed. 
The sheep do not traverse the country in close herds 
as under the open range system, and in consequence 
less grass is trodden down. The fences are fre- 
quently made proof against wild animals and serve 
to reduce the losses on that score. Considerable 
capital is necessary to embark upon such an enter- 
prise, and thus we find the paddock system only in 
those localities where economic conditions are not 
expected to change rapidly. 

While the paddock system permits somewhat 


12 THE TARIFF ON WOOL 


more systematic use of the natural resources than 
the open range, the farm carries this utilization be- 
yond the paddock. With the incoming of settlers 
the soil is more intensively cultivated; and tillage, 
for special crops, with a gradual development of 
more diversified farming, becomes the rule. This 
does not always reduce the number of sheep, as the 
farmer has surplus field crops which he can feed 
them. He has sheds and barns where they can be 
sheltered from the winter storms. The danger from 
wild animals is less in a more populous region. As 
the individual flock becomes smaller, the super- 
vision which the owner gives to it may be closer even 
though it may be but an incident in the conduct of 
his farm. The sheep are not away in the mountains 
or out on the plains in the care of a herder for 
months at atime. They are in pastures close to the 
farmstead, and in the intervals of farm work the 
owner can give them his personal attention. 


III. ADAPTATION OF BREEDS TO SYSTEMS OF 
HUSBANDRY 


These different methods of sheep husbandry call 
for different types of sheep. The leading varieties 
of improved sheep are the Merinos, the English 
sheep, and crosses of these two breeds. 

The Merinos, or sheep having a strong infusion of 
Merino blood, are best adapted to range conditions. 
Under the range system wool is usually the product 
of major importance and Merino wool is finer than 


THE RANGE WOOL GROWING INDUSTRY 13 


any other. Furthermore, Merino sheep not only are 
hardy but also they have the herding instinct which 
makes them peculiarly suitable for the type of hus- 
bandry which is conducted on an unfenced pasture 
or range. These sheep originated in Spain, and it 
was not until the time of the Napoleonic wars that 
they were secured in considerable numbers by breed- 
ers of other countries. In the United States, Aus- 
tralia, Argentina, Uruguay, and South Africa, they 
have been kept under range conditions with great 
success. Many variations in type have been pro- 
duced by breeding. The Vermont Merino was de- 
veloped from sheep imported into this country in 
the early years of the nineteenth century. Many of 
this variety, which has a particularly heavy and 
greasy fleece, were exported to Australia, but it was 
found eventually that they were not adapted to the 
heat and droughts of that country.?, The Rambouil- 
let and Wanganella are varieties of Merino; the 
former was developed in France and the latter in 
Australia. The Delaine of the Ohio region is still 
another type of Merino. These variations of the 
original breed all keep the essential characteristics 
of their prototype. They are small-bodied sheep, 
and not so good for mutton production as the 
English sheep. 

The English breeds are best adapted to the farm. 
They have coarser wool than the Merino but are 
good mutton producers. There are two distinct 

2U.S. Tariff Commission, The Wool Growing Industry, p. 438. 
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types, the “Longwools” and the “Downs” or short 
wools. The latter are shorter-legged and more 
square-bodied. The Lincolns, Cotswolds, and Leices- 
ters are the leading long-wool breeds, while the 
Hampshires, Oxfords, Shropshires, and Southdowns 
are the leading varieties of Down sheep. Great care 
in breeding has been taken by the English shepherds 
to adapt the sheep to their particular environment. 
The sheep of Great Britain have become, as a con- 
sequence, well suited to the soil and climate of their 
habitat as well as to the prevailing methods of hus- 
bandry, and they have been profitable for sheep 
raisers in other countries affording similar natural 
conditions and using similar methods. The English 
sheep are better adapted to a moist climate than the 
Merino, which thrive well in arid regions. A point 
of superiority of the English breeds for meat pro- 
duction is that the lambs mature early. This is 
especially true of certain types, like the Hampshires. 
The lack of herding instinct does not affect the avail- 
ability of the English breeds for use on farms or for 
other types of sheep-raising where enclosures are 
used. 

The cross between the Merino and any one of 
several of the English breeds may be used on either 
the range or the farm. The crossbreds have been 
introduced in an effort to combine the best qualities 
of the English and Merino breeds. With the growth 
in demand for mutton and lamb the production of 
meat can not be neglected by sheep raisers—even 
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by those who own the fine-wool flocks. The English 
breeds, which are preéminently the mutton sheep, 
are not adapted to the conditions found in the 
countries which have open ranges, like Australia and 
western United States. The crossbred, however, has 
a fairly large frame, giving a good mutton con- 
formation; the lamb matures fairly early; the wool 
retains strong Merino characteristics (unless the 
Merino blood has become much diluted); and the 
sheep retains the herding quality and much of the 
hardiness of the Merino. When these desired re- 
sults are obtained the crossbred is an ideal “dual 
purpose” sheep. The crossbreds, however, do not 
breed true to type nor retain the combination of 
characteristics. An infusion of pure blood at least 
once in two or three generations is necessary in order 
to produce satisfactory results. 

Various kinds of crossbreds are popular in differ- 
ent localities. For example, in those parts of Aus- 
tralia where there is rich feed, crosses between Long- 
wools and Merinos and between Downs and Merinos 
are common, The Romney-Marsh, a Longwool, is 
the favorite English breed for crossing with the 
Merino in New Zealand, a country where crossbreds 
are kept almost to the exclusion of other breeds. 
In South America the Lincoln has been one of the 
leading English breeds used for crossing with the 
Merino, In the range section of the United States 
the Lincoln, Cotswold, and Hampshire are much 
used for that purpose. 
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IV. PRESENT ORGANIZATION OF THE WESTERN 
SHEEP INDUSTRY 


The problem of organization in the sheep industry 
of the Far West is principally one of adaptation of 
breeds and methods of flock management to the 
change in system caused by the reduction of the 
range area. The industry now suffers the disadvan- 
tage of being in a transition stage. It no longer 
holds as important a place in the economic organi- 
zation of the West as it did formerly, and the posi- 
tion which it is to hold as the result of irrigated 
ranching, dry farming, and the growth of popula- 
tion, is yet to be determined. We find many types 
of sheep husbandry now represented in the region 
which was formerly the home of the range industry. 

Formerly, the sheep were run in bands of 3000 
to 5000 head, each band in charge of a herder. 
When there was only one band in the outfit, the 
owner frequently acted as camp tender, while in 
larger outfits there was but one camp tender for 
two or three bands. It was usually unnecessary 
for the sheepmen to own land, as there was an 
abundance of feed on the open range. The sheep, 
camp equipment, and sufficiént funds to provide for 
current expenses were all the investment required. 

As the range became more crowded it was found 
necessary to provide hay and grain for winter feed; 
and the flock owners began to acquire title to land 
in order to insure control of their range. In some 
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places it is now the usual practice to have special 
warehouses in which to store feed for emergencies. 
With the change in methods of operation has come 
the necessity for dipping vats, wells, and water tanks. 
Sheds to protect the sheep in stormy weather on the 
northern ranges are also sometimes built. In some 
regions, notably in Washington, Oregon, and Mon- 
tana, the real estate investment is greater than the 
value of the sheep. 

The curtailment of the range has made necessary 
a reduction in the total number of sheep “run” and 
also in the size of the bands. In the southern part 
of the range country, bands now usually number 800 
to 1,000 ewes, with their lambs, while on the north- 
ern ranges, the bands number 1,000 to 1,200—a 
striking reduction from the number formerly run 
in one band. The number of men required to look 
after the sheep has increased;:and because the num- 
ber of herders is greater it is sometimes necessary to 
have a camp tender with each band. 

The most important alteration in method has 
been the change from Merino to crossbred. Under 
the new conditions which came about with closer 
settlement, it is not profitable to keep sheep for the 
wool clip alone. The market for lamb and mutton 
has grown, and the crossbreds produce a much larger 
lamb than the Merino. The Rambouillet which has 
long been popular is now frequently bred to long 
wool rams of the Lincoln, Cotswold, Leicester, 
or Romney types. The departure from the Merino 
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type involved some loss of the herding instinct and 
of the hardiness necessary to stand severe range con- 
ditions. In regions where irrigated ranching has 
changed the operations so that they more closely 
resemble those of the Middle Western farm, the 
Down breeds, such as the Hampshire, are much in 
favor. 

Although lambs of the first cross can be herded 
very well, flock masters have often followed the prac- 
tice of selling them instead of using any of them 
for replacement. When this is done the old Merino 
ewes are replaced with others of the same breed. It 
is not always possible to follow this method, and 
when crossbreds are mated together the flocks be- 
come very irregular in fleece and other characteris- 
tics. The price of fine wool has been so high for 
most of the time since the war that the use of 
Merino rams with crossbred ewes has been common. 
The ideal which the breeders seek, however, is the 
best dual-purpose sheep. 


V. LOCAL VARIATIONS IN SYSTEM 


While the sheep industry of the various sections 
of the Far West exhibits some common characteris- 
tics, there are many local variations which should 
be given consideration before any judgment is 
formed as to its future. The general trend through- 
out the range states is toward private ownership of 
land, increase of capital investment, decrease in the 
size of flocks, dependence on mutton and lamb pro- 


THE RANGE WOOL GROWING INDUSTRY 19 


duction, and combination of sheep-raising with 
general ranching operations. It is apparent that 
sheep husbandry in the Far West is in a stage of 
transition. It is tending to become more and more 
like the farm sheep industry of the Middle West and 
the East. 

The “central range area,” comprising the semi- 
desert region of southwestern Wyoming, western 
Utah, southern Idaho, southeastern Oregon, and 
Nevada, includes large areas available for winter 
grazing. The sheep are kept on these deserts four 
to six months, while summer grazing for two or 
three months is obtained in the mountains. The 
remainder of the year is spent en route between 
winter and summer ranges. . 

Most of the sheep owners of this region own or 
lease part of their range. Sometimes they own only 
isolated quarter-sections or plots on which water is 
found, but frequently they have large tracts of 
spring and fall range where their sheds, warehouses, 
and vats are located. Part of the land is used for 
the production of winter feed, when enough water 
is found for irrigation. Considerable investment in 
camp equipment is required. The herders and camp 
tenders make their headquarters in the old-fashioned 
camp wagon when they are on the deserts in the 
winter time; but in the summer time, when the 
sheep are in the mountains, a tent is used instead 
of a wagon. Saddle horses, burros, and a wagon or 

31. S. Tariff Commission, The Wool Growing Industry. p. 180. 
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auto truck for hauling supplies, are also necessary 
parts of the outfit. 

A large proportion of the sheep in this region are 
crossbreds of the Merino-Longwool type, and the 
production of lambs for feeding or slaughter is con- 
sidered about as important as the production of 
wool. The methods of management, as compared 
with those of an earlier period, show more depen- 
dence on raised feeds, less spring and fall grazing, 
much greater capital investment, and more outlay 
for supervision. 

The contrast between the methods which have 
just been described and those of the Idaho region 
is striking. This section represents a distinct tran- 
sition to more settled conditions. There is very 
little winter range in Idaho, except in the southern 
and southwestern sections. Summer range is found 
in the mountains, however, and many flock masters 
own irrigated farms and ranches where they raise 
winter feed. In the fall the sheep are turned into 
the fields to eat the stubble or crop refuse. This 
method of management promotes the production of 
early lambs for market, due to protection and good 
feed in winter and early spring; and the Idaho sec- 
tion has become noted for its development of this 
branch of the business. Ewes of the Rambouillet- 
Longwool cross are used, and rams of the Down 
breeds—particularly the Hampshire—a combination 
which gives an early maturing lamb of large frame. 
A large investment in feed and in sheds for winter 
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care is necessary, but the high cost of production is 
more than offset by the large lamb crop and by the 
high price received for early lambs. 

In the Pacific Northwest there is very little open 
range left. Most of the land has been homesteaded 
or has been purchased in large tracts for wheat-grow- 
ing. There is considerable summer range, and the 
system of management is similar to that described 
for the Idaho region. Mutton and lamb are more 
important than wool; early lambs are raised from 
Rambouillet ewes bred to Hampshire rams. Precau- 
tions must always be taken in the Northwest against 
the blizzards, which cause heavy losses. Winter 
feeding has, however, tended to reduce the hazards, 
and thus to make the business less speculative. 

In the eastern “high plains area,” which includes 
the greater part of Montana, Wyoming and Colo- 
rado, sheep-raising has decreased rapidly in late 
years.” The number of homesteads has increased 
very fast, especially in Montana and Colorado, and 
most of the sheep owners now operate on owned or 
leased land. Here the co-operative running of sheep 
is practiced extensively, especially in Montana. 
Ranchers often own from 200 to 1,000 head—less 
than enough to run as a separate band. In the sum- 
mer several men co-operate and keep their sheep as 
one band in the forest reserve. In the valley of the 
Yellowstone River in southern Montana, this 


*U. S. Tariff Commission, The Wool Growing Industry, p. 185. 
5 Ibid., p. 186. 
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method of management is common. Many Mon- 
tana sheepmen lease lands on Indian reservations; 
but competition for range has become keen and graz- 
ing fees have been raised to a high point. 

In the prairie section of Colorado there are now 
very few sheep. In the vicinity of Denver there 
are flocks of registered sheep which are usually kept 
on the home place all the year; but the owners fre- 
quently also have bands of grade ewes which are 
kept in the mountains in the summer. 

In the different parts of California, conditions in 
the sheep raising industry are diverse. The old 
range plan of management has, however, practically 
disappeared. In the northern part of the state 
there is considerable forest reserve and much pri- 
vately owned timber land which can be leased for 
summer range, and here the method of management 
is not essentially different from that described for 
the central range area. In many parts of the state 
irrigated ranches are found, and the plan followed 
is like that of Idaho or Montana. Many California 
ranches carry purebred flocks. 

In Arizona and New Mexico lamb production has 
not been as successful as in the northern states of 
the range area. The Merino blood is consequently 
predominant there, but, even in these states, the 
flock owners depend on lamb and mutton production 
for a substantial part of their returns. Winter range 
on the desert and summer range in the forest reserve 
is found, but the ranges are becoming more and more 
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restricted. About a third of the sheep in Arizona 
are shipped back and forth by rail between winter 
and summer ranges—a condition indicative of re- 
stricted range. The capital investment is increased 
by the meager water supply in the Southwest. Wells 
and reservoirs must be built, often at considerable 
expense. 

In Texas, there is practically no free range left. 
The plan of running sheep within wolf-proof fences 
has been quite generally adopted, as it conserves the 
feed, protects the sheep, and reduces the cost of 
supervision. Cattle and goat raising are frequently 
combined with sheep husbandry, and the majority 
of owners have not more than 1,000 sheep each. 


VI. DIFFICULTIES OF THE INDUSTRY 


One of the principal problems which confronts 
the Western rancher is the choice between sheep 
raising and other lines of production. Incident to, 
or allied with, this problem is the question of the 
best combination of sheep raising with agriculture. 
Other forms of activity are following hard upon the 
heels of the sheep industry. 

The trend toward diversified agriculture in the 
Western states is shown by a comparison of crop 
statistics of 1924 with those of 1918. Although 
prices of farm products were not particularly good 
in 1924, the acreage and output of many leading 


_* Index number of prices of farm products in 1924 was 134 (base 
== 1913). Index number of prices of manufactured commodities 
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crops were higher than in 1913 and the number of 
farm animals was greater, with the exception of 
sheep. The decline in number of sheep is the more 
noteworthy because, contrary to the tendency of 
prices in the case of most other animals and of 
crops, the average price per head was $7.87 in 1924 
as against $3.94 in 1913.7 

There was an increase both in acreage and in out- 
put of hay in the 12 western states.* The number 
of acres increased from 8,092,000 in 1913 to 10,- 
230,000 in 1924, and the number of tons from 
16,052,000 to 20,024,000. The price of hay increased 
from $10.33 per ton to $14.67 per ton (Dee. 1 prices: 
preliminary estimate). This is significant when 
considered in connection with the increase in the 
number of cattle in the Far West from 14,602,000 in 
1913 to 17,647,000 in 1924, in spite of a fall in the 
average value per head in those states from $32 
to $30. 

An increase in the price of wheat, from 1913 to 
1924, was accompanied by a large increase in acre- 
age. Winter wheat brought $.76 per bushel in those 
states in the earlier year and $1.28 per bushel in 
1924. The acreage harvested increased from 
4,165,000 to 6,288,000. The price of spring wheat 
was $.72 per bushel and $1.24 per bushel in the two 


150. (base = 1913). U. S. Department of Agriculture, Yearbook, 
1924, pp. 1176-80. 

TUS. Department of Agriculture, Yearbook, 1924, p. 931. 

* California, Oregon, Washington, Idaho, Nevada, Utah, Colo- 
rado, Montana, Wyoming, Arizona, New Mexico, and Texas. 
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years, and the acreage harvested increased from 
2,293,000 in 1918 to 4,888,000 in 1924. 

The acreage in corn remained about the same. 
It was 7,502,000 acres in 1913 and 7,441,000 acres 
in 1924. The product, however, declined from 177,- 
110,000 bushels in 1913 to 156,458,000 bushels in 
1922 and to 122,373,000 bushels in 1924. The acre- 
age, however, is more significant as it denotes the 
change in the use of land, while the output is af- 
fected by climatic conditions. The acreage in oats 
increased from 3,378,000 in 1913 to 3,446,000 in 
1924 and the price from $.42 per bushel to $.58 per 
bushel. 

The period from 1913 to 1924 was marked by a 
tremendous increase in the use of automobiles and 
tractors, yet the number of mules increased and 
the number of horses fell off but slightly. The 
number of swine increased from 4,661,000 to 4,877,- 
000, attendant upon a slight rise in price ($9.79 per 
head in 1924 as against $9.20 per head in 1918, 
farm price).® 

These figures illustrate the change which is taking 
place throughout that region. Irrigated ranches 
and dry farms are bringing more acreage under cul- 
tivation, and are raising more fodder for a larger 
number of cattle and hogs. Farmers have put a 
large acreage into wheat in spite of the agricultural 
depression and the slack demand for wheat in 
foreign countries. More mules and about the same 

°U. S. Department of Agriculture, Yearbooks, 1913 to 1924. 
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“number of horses are used for the farm work in 
spite of the increase of automobiles and tractors. 
But although the price per head of sheep was 
higher than in 1913, the number of sheep in these 
states decreased from 30,439,000 in 1913 to 25,007,- 
000 in 1924.1° 

A second problem is found in the financial diffi- 
culties of the western wool growers. These spring 
largely from the increased investment in land and 
equipment which has become necessary both for 
the reasons given above and owing to the great 
rise in the price of feed and all kinds of material 
used in sheep husbandry. The financial situation 
is, therefore, a symptom, not a cause, of the wool 
growers’ troubles. 

In the regions in which the greater part of the 
land must be owned by the sheep raiser, the bor- 
rowed capital employed in the sheep business is 
often 75 or 80 per cent of the whole. Most sheep 
owners carry a mortgage on land and equipment, 
and sometimes also on the sheep. They also carry 
short-term loans—60 or 90 days, or in some cases 6 
months—which are used for operating expenses. 
The sources of credit are varied. Often the wool 
merchant with whom the grower deals makes an 
advance on the clip before it is sheared. Loans are 


* Even if allowance were made for the fact that the estimate 
for 1913 was based on the 1910 Census, in which lambs were in- 
cluded, while the 1924 estimate was based on the 1920 Census, in 
which lambs were not included, the number of sheep in 1924 
would probably be lower than in 1913. 
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also made by live-stock dealers on the lamb crop 
before it is marketed. These advances are secured 
by mortgages on the wool or lambs. Short-term 
loans made by the local banks are usually secured 
by chattel mortgages. The great degree of reliance 
placed on these loans for current expenses is a 
weakness in the method of management of the 
industry. Efforts have been made to bring about 
the use of acceptances in financing the wool grower, 
but the practice has not gained ground rapidly. 
It is less satisfactory to the sheepmen than con- 
signment of the wool to dealers, because there is 
no termination to consignment except the date of 
sale, while the acceptance falls due at a particular 
date. 

Financial assistance is not one of the most press- 
ing needs of the Western wool grower. The Federal 
Reserve System, the Federal Farm Loan Board, 
the local banks and live-stock loan companies, and 
the new system of Intermediate Credit afford the 
means of covering most legitimate needs. The 
extent to which current expenses are met by heavy 
borrowing indicates that the conditions are not now 
as favorable for the Western wool grower as for- 
merly. The heavy mortgages on land and equip- 
ment cause a severe drain on the resources of the 
sheep owners, and the fact that the business is 
largely conducted on credit points to the probable 
elimination of some of those who are yet struggling 
to maintain a foothold in it. 
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Other problems arise in the marketing of wool 
and lambs. Wool is sold in the United States at 
private sale, not at public auctions as in London 
and Australia. There is no future trading in wool 
because of the almost endless variation in shrink- 
age, grade, and condition of the various clips. The 
wool of the Western ranges is sold in one of five 
different ways. The first is sale by a contract 
with the wool dealer before the wool is shorn; such 
a sale usually takes place in seasons when there is 
a rising market and dealers are optimistic. The 
second is by consignment to firms of wool dealers 
for sale at the most favorable price which they can 
obtain and is usual in years when buyers are hesi- 
tant. Advance of part of the price is commonly 
made to the grower at the time of the consignment. 
The third method, the one most often followed, is 
sale at the shearing shed to the representative of 
a firm of wool dealers. This has the advantage to 
the grower of giving him the proceeds of the sale 
at once, and it is often favored by the buyer be- 
cause it gives him opportunity to make a specu- 
lative gain by the exercise of good judgment. The 
fourth method is sale by co-operative associations 
of wool growers. These associations accept wool on 
consignment from individual growers, frequently 
grade it at warehouses which they own or lease in 
marketing centers, and pro-rate to the grower costs 
which constitute only a small fee for their services. 
Fifth, sale is sometimes made through wool pools 
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organized by the growers to give them added bar- 
gaining power in trading with wool firms. Pooled 
lots of wool are often sold by “sealed bid” auctions. 
This method of sale is more popular in Texas than 
any other part of the range country, because the 
clips of that section are small. 

Consistency in using a definite method of sale 
would promote the growers’ interests. The practice 
of shifting from one form of sale to the other has 
been inimical to their best interests. They are 
apt to sell at the shed when there is an active mar- 
ket, and the dealer reaps the benefit of the rise in 
price; while in dull years they consign and gain 
nothing by waiting. 

More co-operative action would help the growers. 
Co-operation in the sale of wool has been quite 
successful in the Middle West and East where the 
individual clips are small, and it is probable that 
the decrease in the size of individual outfits in the 
Far West will tend to promote co-operation in that 
section also. 

Adoption of a better system of grading wool at 
the shearing shed would benefit the grower. The 
growers’ ignorance of the grade of their wool and of 
market conditions is a disadvantage in dealing with 
the wool buyers. Officials of state and national as- 
sociations and representatives of government de- 
partments have constantly urged better methods of 
grading and marketing wool and more joint action, 
but the educational work has taken effect slowly. 
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Experiments have been made, in the United States, 
with wool-classing as it is conducted in Australia. 
It has been argued that, since many American mills 
have become accustomed to wools classified in this 
way, American growers could get a better price and 
more successfully meet Australian competition if 
their product were similarly prepared. The weight 
of opinion, however, seems still to favor marketing 
wool in a few main grades, leaving it to the mills 
to classify it more minutely according to their par- 
ticular needs. Grading at the shearing point, how- 
ever, has the effect of teaching the growers the true 
grade of their own wool, which few of them know 
accurately. Therefore, even though the Austrahan 
system does not prove to be adapted to American 
conditions, it is probable that more grading will be 
done at the points of origin, and that this will help 
the grower to market his wool more advantageously, 
and to increase his net returns. 

The wool firms perform valuable functions in 
classifying wool, grading it, and offering a good 
selection to the mills. They also frequently help to 
finance both the grower and the mill; very often 
the mill does not pay for the wool until the finished 
product is sold. The dealers also assume the risk 
of a falling market and bear the financial burden 
of carrying large stocks for considerable periods. 
These functions must be assumed by the growers 
when they act co-operatively or by commission 
firms which act for them. The dealers’ contribution 
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to the marketing of wool is so important that it is 
hardly possible that co-operative action will entirely 
supersede it, but such action may improve the 
position of the wool growers by giving them an 
alternative method of disposing of their product. 
Improved marketing methods might easily raise the 
net return to the growers as much as would a duty 
of several cents per pound on wool. 

The principal remedy for lamb marketing diffi- 
culties lies in breeding for an earlier or later lamb. 
The chief trouble is the glut of the market, which 
takes place in the fall from September 1 to Decem- 
ber 1. Distribution of shipments through earlier 
months would prevent the break in price which 
often comes at the height of the season and causes 
loss to the Western shippers. ‘Feeder’ lambs— 
those which are to be fattened at the feed yards 
or on farms—come on the market at about the 
time when the supply of other lambs is greatest. 
Their presence in the market helps to depress the 
price of lambs for slaughter. If, therefore, the sheep 
raisers can adopt some method by which they can 
sell at an earlier or a later date, they can enhance 
their profits. 

The most serious problem of range sheep hus- 
bandry grows out of the land system. The funda- 
mental cause of trouble lies in the reduction of 
available free range. Sheep raising on vast unin- 
habited tracts of semi-desert country is a very 
different thing from sheep raising in a country 
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interspersed with irrigated farms and ranches and 
with many tracts where dry farming is at least 
being attempted. The early conditions, when there 
was almost unlimited room for expansion of the 
industry, are in strong contrast with the present 
situation of the sheep raiser. If he attempts to 
keep his sheep for a part of the year on the open 
range he is likely to find that it has been over- 
grazed, and that the watering places have been pre- 
empted. In driving his sheep from the winter to 
the summer range and back he is likely to get into 
trouble with settlers along the way who charge 
him with trespass. He will often find that the only 
feasible way is to send his sheep by rail. Moreover, 
the quota of sheep which he has been accustomed 
to keep in the National Forest in the summer is 
sometimes cut down by the Forest Service because 
of the demand of new settlers for privileges. It is 
evident that the person who does not own or lease 
considerable land cannot hope to carry on any 
substantial stock-raising enterprise. 

The Homestead Acts of 1909 and 1916 have 
added to the difficulties of the stockmen. The En- 
larged Homestead Act, passed in 1909, allowed 
settlers to take up 320 acres in certain areas where 
the previous possible allotment of 160 acres was 
not sufficient to afford a livelihood. The Grazing 
Homestead Act of 1916 fixed 640 acres as the size 
of the homestead where the land was not suitable 
for agriculture. Considerable land has been taken 
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up under these acts.1!_ Frequently it lies between the 
winter and summer ranges and as the sheepmen 
often depend on this area to supply their flocks 
while in transit with feed during two to four months 
in the year, it has seriously interfered with their 
systems of management. Charges have been made 
that much of this land was taken with the intent 
to force the stockmen to purchase it and with the 
_knowledge that it was too poor to furnish a living 
by tillage. The policy of the Federal Government 
has always been to encourage the settlement of 
the land—a policy which has, no doubt, been socially 
desirable. There is grave doubt, however, whether 
some of the land set aside under these acts is 
capable of supporting a family on the number of 
acres designated as a homestead. As a partial relief, 
stock driveways have been established to enable 
flocks to pass to and from the summer range in the 


“Amount of land designated and amount entered under Act 
of 1909 (Enlarged Homestead) and Act of 1916 (Stock Raising 
Homestead). 


Enlarged Homestead Act (1909) 


Acres 
Amount of land designated up to July 31, 1923. ..322,874,190 
“« «entered « «June 30, 1923... 72,380,256 
Number of entries during fiscal year 1923 Uses btn 2,974 
Area CR ERE NEE, SUN Ameen ATS 745,721 


Grazing Homestead Act (1916) 
Amount of land designated up to July 31, 1923...113,115,567 


“entered ee unas 30, 1923... 36,665,982 
Number of entries during fiscal year 1923 Marr ceelete 10,541 
Area BSS RE yg utes dS Mie ae Cn ie peter tae 4,183,922 


Figures furnished by U. S. Interior Department, Commissioner 
of General Land Office. 
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mountains; but this does not solve the problem ot 
feeding in transit. 

The resulting curtailment of the open range, to- 
gether with the lack of regulation of grazing, inevi- 
tably led to the excessive use of the free land which 
remained. Close grazing by sheep often destroys 
the roots of vegetation and when this has occurred, 
considerable time is necessary to restore the range 
to its former carrying capacity. This compels the 
purchase of winter feed and helps to swell the cost 
of keeping flocks. “Tramp” sheepmen sometimes 
add to the burden on the pastures. These are 
usually aliens who have formerly been herders and 
have succeeded in securing small flocks of their own 
for which they find pasturage by trespassing on 
the land of other stockmen and settlers. They con- 
tribute to the overcrowding of the range and are 
an annoyance difficult to eliminate. 

The National Forest system has done more to 
alleviate the land difficulties than any other factor. 
The original purpose of the National Forests was 
the preservation of timber and the protection of 
the water-sheds, but it was found that there was 
actual advantage in allowing stock to graze in the 
forest because of fire protection afforded. There are 
now nearly 200 million acres in National Forests, 
and 75 per cent of the total summer range of Far 
Western flocks is obtained on these areas. 

Grazing in the National Forests is regulated 
under a system of permits. In order to obtain graz- 
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ing preference, live-stock owners must own and 
reside on improved ranch property and be depend- 
ent on the National Forest for range; or they must 
have been users of the range before its inclusion 
within the forest; or they must have purchased 
stock which has previously been permitted in the 
forest in connection with improved range property. 
There is a charge of a few cents per head for a 
season’s grazing, and the number of stock which 
the owner may run in any forest is limited. The 
number allowed varies from 25 to 300 head of cattle 
or horses and from 500 to 2,000 sheep or goats. 

This system has been a boon to the small owners, 
although the “permittees” are frequently obliged 
by the Forest Service administrators to decrease the 
number of stock which they run in order to make 
room for new settlers. The business is thus tending 
constantly toward smaller scale operations. It is 
an invaluable adjunct of ranching and small farm- 
ing operations, and the general agreement that the 
number of stock per owner should be limited shows 
the growing predominance of the small holder in 
the sheep industry. 

Other remedies for the growing shortage of free 
range have been proposed. It has been suggested 
that the government should regulate grazing on 
the remaining free range, issuing permits to users 
as it does in the case of the National Forests. Con- 
trol of this kind is probably essential if the grazing 
land is not to be permanently impaired. Other 
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suggested measures involve the sale or lease of re- 
maining range lands to the present users and the 
creation of grazing homesteads in units large 
enough to allow a good living to a family. It has 
been proposed to allow the several states to take 
control of the grazing lands within their borders. 
This, however, would in itself not help unless each 
state should adopt some practical remedy. It is 
probable that all of the measures suggested would 
have beneficial results if applied in certain sections, 
but no one of them is applicable to all parts of 
the range country. 

If grazing homesteads are to be allotted, the size 
should be increased. The experience of many who 
have taken up 640 acres under the Act of 1916 has 
been disappointing. Frequently failure has clearly 
been due to the inadequacy of the grant. That 
the establishment of grazing homesteads hampers 
the present users of the range may not be con- 
sidered good reason for the alteration of public 
policy, and the encouragement of small holdings 
at the expense of the stock raisers will probably 
continue. But it is obviously a mistaken policy 
to make the holdings too small to be self-sustaining. 
The settler should be given a “fighting chance.” 

In some instances, either sale or leasing of public 
land might be resorted to with advantage. Bills 
have been introduced in Congress to permit the 
leasing of public lands to stockmen in sufficiently 
large areas and for long enough periods to encourage 
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the industry.!2 The objection raised to the plan 
of sale to the present users is that it would favor the 
large operators. It is not at all certain, however, 
that sale of the remaining public land would result 
in any greater control by large operators than they 
now exercise. Many large stock raising companies 
have already secured control of considerable land 
by grazing their flocks near the holdings of smaller 
operators and thus taking away their feed. Sale of 
the land is not hkely, however, to commend itself 
to the majority of the stockmen because of the 
increase in investment which it would entail. Prob- 
ably the most promising remedy proposed is the 
extension to the open range of the permit system. 
Regulation of the forests has resulted in such con- 
servation of grazing resources that it is highly prob- 
able that the same result can be obtained with the 
rest of the public lands. 


VII. THE OUTLOOK FOR THE RANGE SHEEP INDUSTRY 


The disadvantages in competition of the Ameri- 
can range wool grower almost all originate from 


“The Kent Bill, introduced in Congress in December, 1913, pro- 
vided for the establishment of grazing districts on the remaining 
public domain and the issuance of ten-year permits for grazing on 
such areas. “It also granted the right to fence and otherwise im- 
prove the range and especially provided for the equitable dis- 
posal of necessary improvements when the permit should be 
cancelled.” “As this plan was not in accordance with the estab- 
lished policies for the utilization of the public domain, and as it 
was considered to conflict with the grazing homestead acts, this 
bill was never reported out of the Senate Committee on Public 
Lands.” U.S. Tariff Commission, The Wool Growing Industry, 
1921, pp. 161-2. 
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the reduction in grazing land. Closer settlement 
and utilization of land for agriculture restrict the 
ranges, interfere with the movement of flocks, and 
bring about over-grazing of the land still available 
for sheep. Smaller bands of sheep have to be kept, 
the breeds must be different, and only partial relief 
is found in the use of government reserves of forest 
land for summer grazing. The greater investment 
in land and equipment causes a heavier financial 
burden for the owner, and the fact that he is fre- 
quently pressed for ready money helps to place 
him at a disadvantage in marketing his product. 

Even if all practicable palliative measures are 
applied, sheep raising by the range system is far 
past its zenith in this country. Sheep raising 
primarily for wool production can be conducted 
profitably only where there are great tracts of un- 
tilled country. The settlement of the land and 
development of agriculture inevitably crowd out 
such an industry. An increase in the output of wool 
and mutton therefore can come only from the 
adoption of methods which bring sheep raising into 
conjunction with tillage under irrigation or with 
other diversified farming operations. 

In certain sections of the Far West where irriga- 
tion is not feasible and where the arid climate may 
prevent even dry farming, “islands” of untillable 
country may be left where the methods of an 
earlier period will continue to be economically 
justifiable. A shortage of wool, due to the long- 
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run decrease in the number of sheep in foreign 
countries, is likely to keep the price so high that 
there will be a profit in sheep raising in places 
especially adapted to it. These regions will be few, 
however, because in many places where land is not 
suitable for agriculture the discovery of mineral de- 
posits or oil has made it far too valuable for use 
as pasturage. As settlers keep coming in and the 
value of land increases, the industry will either 
become subsidiary to general farming or it will be 
crowded out to the “fringes” of usable land. The 
future of the industry will, therefore, be determined 
by the competing uses of available land. 


CHAPTER II 
SHEEP RAISING ON THE FARM 


Farm sheep husbandry in the United States has 
undergone many vicissitudes. The enthusiasm for 
sheep, during some periods and in various regions, 
has been unbounded, only to be followed by severe 
and long-continued prejudice. Although the num- 
ber of sheep on farms has decreased in the past 
thirty years, there are good grounds for believing 
that sheep husbandry will gradually come to play 
a more prominent part in the country’s diversified 
agriculture than at present. 

The foreign market for most American agricul- 
tural staples has been curtailed in recent years, 
and the farmer has become more predominantly 
a producer for the home market.t Greater diversi- 
fication in some sections and more intensive farm- 
ing in others probably will both lead to an increase 
in the number of sheep. The stimulus to the in- 
dustry which would come from an increased price 
of wool, we shall consider later.2 The present 


*See Nourse, E. G., American Agriculture and the European 
Market (Publications of the Institute of Economics, Washington), 
1924 


? See Chapter IX. 
40 
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chapter is devoted mainly to a consideration of 
the place which sheep husbandry occupies in various 
schemes of diversified agriculture. 


I. THE PROBLEMS OF FARM SHEEP HUSBANDRY 


The principal problem of the farmer is to com- 
bine sheep raising judiciously with other lines of 
production. In his choice or rejection of sheep, 
personal preference seems to play a larger part 
than with many other varieties of farm enterprise. 
Some men regard sheep as stupid animals and as 
a nuisance generally, while others are willing to 
lavish attention upon them. Hardly any other 
type of farm animal seems to arouse so much affec- 
tion or animosity. But though individual prefer- 
ence plays a prominent part, costs and prices are 
the long-run determining forces. The question of 
profit or loss is more complicated, however, than 
it is when sheep-raising is conducted as an inde- 
pendent industry. In the latter case there is but 
one set of operations and one balance sheet. On 
the farm the multiplicity of operations makes it 
difficult to apportion costs, especially the items of 
labor and management. Therefore the farmer may 
not know, over a period of several years, whether 
he is really making anything out of his sheep or 
not. If he once becomes convinced that it is a 
losing venture, he will not try it again for a long 
time. 

When the farmer begins to consider whether he 
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should adopt sheep-raising, or should enlarge his 
flock, there are many factors which he must take 
into account. One of the most important is the 
comparative price of sheep products and of other 
crops. If the prices of dairy products are high 
while the prices of wool and lamb are not, he will 
not divert any forage from his herd to his flock. 
He may, however, have an old pasture full of brakes 
or with thin and rocky soil. Such grazing he can 
utilize for sheep, or he can run them with his cows, 
to “clean up the corners” of the pasture. If, then, 
there is no question of diversion of the feed from 
the dairy herd to the sheep, the question may 
become one of management: how much of his time 
does he want to spend in looking after sheep? 
They will require considerable attention: to keep 
them free from disease, to prevent dogs from mak- 
ing havoe with the flock, to provide quarters and 
to feed them through the winter, to look after 
breeding and shearing, and to market the lambs 
and wool. 

But even if the farmer is willing to make the 
outlay of time and effort, local conditions may pre- 
vent his undertaking to keep a flock. Sheep may 
be particularly susceptible to parasites in that re- 
gion, or dogs may be too troublesome. On the 
other hand, local conditions may be unusually fa- 
vorable. The climate may be mild and the pastur- 
age abundant; or it may be easy to provide some 
special crop for feed. In such ease, he may find 
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raising early lambs very profitable. Again, he may 
find sheep useful in some variety of crop rotation 
which he wishes to adopt. 

If the farmer finds that his scheme of diversifi- 
cation and the prevailing scale of costs and prices 
favor flock husbandry, his next problem is to ascer- 
tain the breed best adapted to the situation. Under 
present conditions he will almost inevitably find 
that some breed which furnishes a large and easily 
fattened lamb is the one which he wants. The breed 
or cross which he adopts will depend also, of course, 
on local conditions of soil and climate. The way 
in which these problems have been worked out 
in various sections of the country will form the 
principal subject matter of this chapter; but first 
it will be well to review briefly the course which 
farm sheep raising has taken in the past in the 
United States. 


II. REVIEW OF FARM SHEEP RAISING IN THE UNITED 
STATES 


Until the development of the ranges of the Far 
West after 1860 the sheep industry of this country 
was almost altogether incidental to diversified agri- 
culture. It is true that in some instances sheep 
raising was a very important part of farming, but 
it was seldom conducted as an independent enter- 
prise. Farm sheep of colonial days were often 
scrawny and ill-conditioned, and the clip was only 
two or three pounds per head. Improvement in 
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breeding was accomplished by the importation of 
Spanish Merinos shortly before the outbreak of 
the War of 1812, and later by the importation of 
Saxony Merinos. Sheep of the English mutton 
breeds—Southdowns, the “New Leicesters,’ devel- 
oped by the famous sheep-husbandman, Bakewell, 
and other varieties—were imported at the end of 
the eighteenth and early in the nineteenth century. 

New England led in number of sheep between 
1830 and 1840, while from 1840 until 1860 the Mid- 
dle Atlantie and Middle Western sections were 
most important. Flocks increased in the East dur- 
ing the years 1861-65, but it was only a temporary 
revival. The industry continued to develop in the 
West after the Civil War, but in the East it receded 
to a more unimportant position than before. 

About 1869 began the importation of mutton 
sheep from Canada to the tobacco-growing regions 
of southern New England, where they were fattened 
for slaughter. The sheep were bought in the fall, 
fed on roughage and meal, and sold in the spring. 
The value of sheep manure in tobacco culture made 
this combination of operations very profitable. The 
number of sheep kept in New England as a whole 
was not, however, greatly increased. 

During the following decade the Middle West 
suffered a slight decline. Mutton breeds gained 
steadily at the expense of the Merinos. There were 
many more sheep in Kansas, Nebraska, and Minne- 
sota in 1880 than there were directly after the 
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Civil War, due to the increase in settlement. An 
increase in the South was mainly the result of resto- 
ration from the havoc wrought by the war. Ken- 
tucky, Tennessee, Virginia, and West Virginia were 
the leading sheep-raising states in this period, and 
were even then exhibiting a preference for the mut- 
ton breeds. In Ohio the Merinos remained pre- 
dominant. 

Between 1880 and 1890 there was a slow decline 
in the number of sheep in the farm states. During 
this period and well into the nineties, prices of 
agricultural commodities declined greatly. Wool, 
together with wheat and corn, suffered a greater 
relative decline than dairy products. The expansion 
of wool production in other parts of the world had 
been rapid. From 1890 to 1900 the decrease in 
flocks was pronounced in this country, except in 
Iowa, Nebraska, and the Dakotas, where there was 
an increase due mainly to a growth in diversified 
agriculture at the expense of “one-crop” wheat 
raising. 

During the first decade of the twentieth century 
the total number of sheep in the country remained 
about the same. There was a substantial growth 
of the industry in a few states, however. Among 
these were Maryland, Virginia, West Virginia, Ken- 
tucky, and Tennessee. The production of early 
market lambs was found profitable in these regions. 
The business of fattening for market lambs bought 
in the Far West expanded in the West Central 
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states, and brought about an increase in the flocks 
of Iowa, Minnesota, Missouri, and Kansas, 

In spite of the high prices for wool and mutton 
during the World War, the number of sheep in 
the United States remained nearly stationary. A 
slight decrease in the three years after 1914 was 
followed by a small increase in 1918 and 1919. 
Then the drop in price of 1920 caused a great re- 
duction.’ During the period of expansion from 1917 
to 1918 flocks were enlarged the most in the “spring 
lamb” region of Kentucky and in the “feeding” 
states of Minnesota, Iowa, Missouri, South Dakota, 
and Kansas. Ohio, Pennsylvania, Maryland, Vir- 
ginia, and West Virginia also had a substantial in- 
crease, while the growth in New England was large 
proportionately, though not important in absolute 
figures. 


III. PRESENT STATE OF FARM SHEEP HUSBANDRY 


Throughout the Middle West small farm flocks 
are maintained, and sheep and lambs brought from 
the western ranges are fattened for market. Sheep 
in the corn belt are often infested with parasites. 
But the principal reason for failure to expand the 
industry in that region has been the greater profit 
of using the land for other purposes, such as rais- 
ing corn or grain and keeping hogs and dairy or 
beef cattle. The competition of the dairy business 
with sheep raising is very marked in southern Wis- 

*See Chapter V. 
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consin. The flocks have been almost driven out of 
that section by the butter and cheese factories and 
by the business of supplying milk to Chicago. There 
is considerable sheep raising in those areas which 
are not suited to intensive cultivation, such as the 
hilly land along the rivers, the Ozark region, and 
the cut-over land of northern Michigan and 
Wisconsin.t In some of the less fertile sections, 
such as northern Missouri and southeastern Iowa, 
flocks of 50 or more are frequently kept with herds 
of beef cattle. The chief use for sheep in the 
Middle West is, however, to turn the surplus feed 
and otherwise waste products of the general farm 
into meat and wool. 

Although the individual farm flocks of the Middle 
West are small, the total number of sheep and the 
quantity of wool produced are large as compared 
with New England and the Middle Atlantic States. 
The average wool clip of the Middle West is about 
three million pounds per state. A total of 33,- 
319,000 pounds was the output in 1924 of the ten 
states, Indiana, Illinois, Wisconsin, Minnesota, 
Iowa, Missouri, Kansas, Nebraska, North and South 
Dakota.® Almost all of this was medium wool. 
The sheep of the Middle West are predominantly 
of the mutton breeds. The range-grown sheep are 


“Sheep raising on the cut-over lands has been successful when 
carried on as part of a farming enterprise, but has not succeeded 
when the sheep have been run in underbrush left from lumbering 
operations, 

> Bulletin of National Association of Wool Manufacturers, An- 
nual Wool Review, 1924, p. 176. 
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more hardy than the native sheep of these states, 
however; a fact which has led to the practice, in 
some sections, notably in Missouri, Iowa, Llinois, 
and Indiana, of purchasing range ewes for breed- 
ing purposes. The lambs are sold each year, and 
when the ewes become too aged they also are fat- 
tened and sent to market. By this means some 
Merino blood is introduced into the flocks, and in 
the various states from 5 per cent to 20 per cent 
of the wool is graded as “fine.” 

The business of fattening sheep and lambs for 
market is very important in some parts of the 
Middle West. In Iowa and northeastern Nebraska, 
lambs purchased in the Chicago and Omaha mar- 
kets are turned out in the corn-fields in September 
and sold in December. Part of the corn crop is thus 
utilized in other sections of the corn-belt. 

Many “feed yards” are operated in northeastern 
Colorado, in the Arkansas valley of southeastern 
Colorado, in western Nebraska, and in parts of 
Kansas. In these regions there is usually little 
bad weather during the early winter months. Feed- 
ing begins in October or November, and shipments 
begin in February. In the sugar-beet areas the 
beet tops, and alfalfa which is sown as a rotation 
crop, are fed to sheep and lambs. 

In Indiana, Michigan, Ohio, and western New 
York, lambs purchased in Chicago are fed in barns 
through the winter, and sold in the spring in Buf- 


°U. 8. Department of Agriculture, Year Book, 1923, pp. 260-2. 
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falo, Pittsburg, and other eastern markets. These 
various methods of feeding provide a profitable way 
for farmers to dispose of surplus crops. 

The Ohio Region is the one stronghold of Merino 
sheep which remains east of the Mississippi River. 
This region lies principally in the State of Ohio 
but also includes, as commonly understood, parts 
of northern West Virginia, southwestern Pennsyl- 
vania, and southern Michigan. The high land of 
the upper Ohio Valley is well adapted to sheep 
raising, but not so well to dairy farming or to grain 
raising, which have crowded out the sheep in many 
other parts of the country. The hilly land is easily 
eroded, and a large proportion of it is kept in better 
condition by use for stock than for crops.*". Sheep 
are more profitable than cattle because they do not 
require as much winter feeding. Also, the grazing 
habits of cattle and sheep are different. They sup- 
plement one another, as the cattle do not fully graze 
the steeper areas while the sheep feed there more 
than on the lower levels. Sheep and cattle are 
often kept together in this region because of that 
fact. 

From the first quarter of the nineteenth century, 
when the Saxony Merinos were introduced into this 
region, to the present day, the sheep industry has 
been very important. The State of Ohio produces 
more wool than the New England and Middle At- 


™U. S. Tariff Commission, The Wool-Growing Industry, 1921, 
p. 129. 
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lantic States together,—a total of 13,899,000 pounds 
in 1924.8 Sixty per cent of Ohio wool is graded as 
“fine,” the leading breed at present being the De- 
laine, a large-bodied Merino which was developed 
in the region. Ohio flock owners have been turn- 
ing more and more to mutton production in recent 
years to sustain their profits; but the Merino sheep 
has always been a favorite with them. The Tariff 
Board pointed out, in 1912, that wool was raised 
there at higher cost than anywhere else in the 
world. 

Crossbreeding is not in as great favor in the Ohio 
region as it is in the West. The crossbreds are 
more subject to parasitic infection than the Meri- 
nos, and require a larger quantity of feed to carry 
them through the winter. Unless all the lambs are 
sold and Merino ewes bought for replacement, the 
second or third crossbreeding brings out great un- 
evenness of fleece. The Delaine, moreover, is large 
enough so that the carcass does not compare un- 
favorably in weight with that of the crossbred. 
These factors, added to the conservatism of the 
sheep owners of the section, have resulted in a 
strict adherence to this breed in a large part of 
the Upper Ohio Valley. In those parts of the Ohio 
region where it is possible to raise more winter feed, 
the Down breeds are more popular than either De- 
laines or crossbreeds. Wool, however, continues to 
be of practically co-ordinate importance with mut- 

® Annual Wool Review, 1924, p. 176. 
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ton in the sheep husbandry of this section—the only 
part of the farm area where that is true. An illus- 
tration of the status of the industry here is found 
in the figures for wool production. The total clip 
in Ohio, West Virginia, and Michigan, in 1924, was 
approximately 23,647,000 pounds.® The percentage 
of fine wool was 60 in Ohio, 75 in West Virginia, 
and 25 in Michigan. For the three states as a whole 
the clip was just about evenly divided between fine 
wool from the Merino sheep, and medium wool, 
principally from the mutton sheep. 

In the South sheep raising encounters difficulties 
that are not found elsewhere. In some sections 
parasites are hard to control, and proper feeding is 
difficult. In the northern part of the region there is 
a favorable environment, and in the “blue grass” 
regions of Kentucky and Tennessee sheep are found 
in large numbers. The breeds in these two states 
vary. The sheep of Tennessee originated from the 
Cotswold, Down, and Merino breeds, but the fleece 
no longer bears any traces of Merino character. In 
Kentucky the predominant strains are Hampshire, 
Southdown, and Shropshire. “Western” blackface 
ewes are also largely used, but there “western” ewes 
come, not from the ranges of the Far West, but from 
the western part of the Corn Belt. On the excellent 
limestone pastures in the mountains of western 
Virginia some large flocks are found. The Downs 
and Dorsets are the leading breeds in this state. 


* Thid. 
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Delaine and Rambouillet Merinos were introduced 
into the Carolina mountains some years ago and 
lave considerably influenced the flocks there. They 
seem to thrive there better than the Down breeds. 
In Georgia the principal pasture lands suitable for 
sheep are in the pine woods. Alabama and Missis- 
sippi1 have coastal pine woods where flocks of semi- 
wild sheep are found, and in the centrai portion of 
these states, where alfalfa can be grown, good-sized 
flocks are kept. 

The production of early market lambs has been 
highly developed in certain regions of the South. 
North central Kentucky, central Tennessee, south- 
western Virginia, and the valleys of West Virginia 
lead in this branch of sheep husbandry. The devel- 
opment began soon after 1890, stimulated by the 
growing market for mutton and lamb. The mild 
climate of these states favors early lambing, and 
winter grain affords pasturage. The sheep are 
often grazed upon rye which is sown as a “cover 
crop” after corn and tobacco. The cost of winter 
and spring feeding is thus reduced. The lambs are 
marketed from the latter part of May until the 
middle of August, and obtain good prices by avoid- 
ing the glut which comes when the movement of 
lambs from the western ranges is at its height. The 
receipts from mutton and lamb are much greater 
than the receipts from wool—often three-fourths 
of the total. Early lamb production has also been 
increasing in western North Carolina and in parts 
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of other southern states, notably Mississippi, Ala- 
bama, and Louisiana.!° 

The wool output of the South, including the state 
of Kentucky which raised about one-third of the 
whole amount, was 8,456,000 pounds in 1923, all 
of medium grade except a small amount of fine 
wool in Oklahoma.'!' The average fleece weighed 
only about four pounds, which is considerably less 
than the average for the country as a whole. Both 
the light weight of the fleece, which is partly the 
result of the climate and partly of poor breeding, 
and the low quality of the wool, tend to emphasize 
the need of further developing the market lamb 
business in this section of the country. 

In the Middle Atlantic States, likewise, sheep- 
raising 1s carried on as an adjunct to general farm- 
ing. The English breeds prevail, and the flock re- 
ceipts are usually two-thirds from lamb and mutton 
and one-third from wool. But in one part of this 
area there is a variation from this rule. Sixty per 
cent of the production of Pennsylvania—2,908,000 
pounds in 1924—is rated as fine wool,?? and the 
proportion of receipts from wool is greater than in 
the other Middle Atlantic States. The great sheep- 
raising section of this state is the southwestern 
corner, particularly Washington County, which is 
usually considered part of the Ohio region, as 


~U. 8S. Tariff Commission, The Wool Growing Industry, 1921, 


pp. 103-11. 
1 Annual Wool Review, 1924, p. 176 
Paliiprde 
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is also the point, or “panhandle,” of West Vir- 
ginia. 

New York ranks second in this group in total 
amount of wool produced—3,181,000 pounds in 
1924—and in quantity of fine wool, thirty per cent 
of the clip being estimated as “fine.” 1* Although 
some sheep are kept on high-priced land in western 
New York to utilize the fodder from the bean crop 
and on some of the orchard lands along Lake 
Erie,1* most of them are kept to utilize roughage 
and to graze the fence-corners of cow pastures, as 
in New England. There are some pure-bred flocks; 
and soon after the war a company was formed in 
New York to raise Karakul sheep, the pelts of which 
are valuable as “astrakhan.” But mutton and lamb 
are nearly always the chief source of receipts. 

In the mountains of western Maryland are pas- 
tures especially adapted to sheep-raising. In that 
region a few flocks of pure-bred Rambouillets are 
found, but wool growing is subordinate to lamb 
production as it is also on the farms of the eastern 
part of the state, where the Downs and Dorsets 
predominate. Very few sheep are found in Dela- 
ware or New Jersey. The total wool output of 
New York, New Jersey, Pennsylvania, Delaware, 
and Maryland in 1924 was 6,643,000 pounds. 

These states have at their door a great market 


*Annual Wool Review, 1924, p. 176. 
*U. 5S. Tariff Commission, The Wool Growing Industry, p. 93. 
* Annual Wool Review, 1924, p. 176. 
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for mutton and lamb in New York City. The 
number of sheep slaughtered at Jersey City in 
1924 was 1,230,246, or nearly half as many as were 
killed at Chicago, which is the leading sheep mar- 
ket and slaughtering center.1® 

In New England the industry is carried on as 
an adjunct of general farming. The wool grown 
is of less importance to the farmers than the lambs 
raised for the market. The farmers are well situ- 
ated for the marketing of mutton, since they are 
within a very short distance of many large cities; 
but location also favors the dairy industry, and 
milch cows are found to be more profitable than 
flocks of sheep by the majority of farmers. Sheep 
are, however, kept as “scavengers” in some cases; 
and on many farms there are rocky and sterile areas 
which are unproductive of forage for cattle and 
which are given over to sheep. A few sheep are often 
pastured with the dairy herd, as they clean up many 
corners which remain untouched by the cows. 

The total wool output of New England in 1924 
was only 1,077,000 pounds, almost all of which was 
rated as “medium.” The number of fleeces clipped 
was estimated at 169,000. Maine produces a greater 
quantity of wool than any other New England State 
—542,000 pounds in 1924—while Vermont stands 
second in total amount and first in the amount of 
fine wool grown.1* 

Authorities on sheep husbandry, and govern- 

*Thid., p. 186. *Tbid., p. 176. 
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mental commissions which have investigated the 
subject, nave emphasized the opportunity for an 
expansion of the industry in New England. They 
have laid stress on the similarity of conditions there 
and in England. In the United Kingdom there are 
about twenty-four million sheep, or practically 200 
per square mile, while in New England there are 
less than 200,000, or about three per square mile.'® 
Massachusetts has only about 15,000 sheep, while 
1,000,000 carcasses of lamb and mutton are annually 
consumed in the state.t® There are 1,000,000 acres 
of waste land in the Commonwealth, and many of 
the abandoned farms could be utilized better in this 
way than in almost any other. Stray dogs are a 
menace to the flocks, but this danger can be over- 
come by more stringent legislation. Sheep clubs 
for boys and girls, demonstration flocks kept by 
county agents, and co-operative marketing of wool, 
have been recommended as appropriate means of 
stimulating the industry.*° Such measures will 
prove entirely ineffective if other enterprises give 
more profitable employment to the agricultural 
population. It would seem, however, that the 
farmers might make a substantial profit by utiliz- 
ing hitherto unused resources.?! 

* Report of the Massachusetts Special Commission on the 


Sheep Industry, Agriculture and Related Matters, Massachusetts 
Senate Document No. 293, 1919, p. 11. 

elbidscpe 2: * Tbid., pp. 20-4. 

™ “Sheep men of Connecticut, New Hampshire, and Maine ad- 
vise starting with small flocks of from eight to twelve, on small 
farms, where the surplus stuff would be almost enough to feed 
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IV. ENCOURAGING NEW DEVELOPMENTS IN THE 
FARM SHEEP INDUSTRY 


Changes which have occurred in farm sheep hus- 
bandry in the United States within the past few 
years are distinctly of good omen for the future 
welfare of the industry. Before making an estimate 
of the prospective trend of sheep raising in this 
country, our attention should be turned briefly 
toward these developments. 

The growth of co-operative marketing of wool is 
one of the most hopeful indications for the future 
prosperity of farm sheep raisers. It is peculiarly 
necessary for the farm wool growers to sell their 
wool co-operatively because of the small size of the 
individual clips. The wool growers of the Far 
Western states are in a much stronger bargaining 
position, for one clip often amounts to several 
thousand pounds. The ignorance of the average 
sheep owner—particularly the smaller grower—con- 
cerning the quality of the wool which he has to sell, 
is another important factor which operates in favor 
of co-operation. Associations and wool pools hire 
them. All authorities on the subject are agreed that sheep should 
be combined with dairy herds. From twenty to thirty ewes could 
be carried on a farm with only a slight increase in crop area and 
no increase in paid labor. It was suggested that restoration of 
sheep raising here might bring about the English system of com- 
mon pasturage during the summer, the sheep going back to the 
individual farms in the winter. it was pointed out that there 
are tracts in Massachusetts large enough to run from 1500 to 2000 
sheep, if the owners of adjoining lands would get together. Sheep 


breeders should rotate the pastures, as too continuous feeding on 
the same ground causes disease.” Ibid., pp. 13-4. 


58 THE TARIFF ON WOOL 


expert graders and agents, and their services tend 
to place the seller more nearly on terms of equality 
with the buyer. 

Before the World War, co-operative wool selling 
was poorly organized and unimportant in volume. 
The forces tending toward disintegration were much 
stronger than those drawing the sheep owners to- 
gether. The action of the government in 1918 in 
taking over the entire clip of the country and grad- 
ing it, may have been somewhat educative. The 
great urge toward co-operation after the war was, 
however, the depressed state of the wool market 
in 1920 and 1921. The movement attained its 
greatest proportions in 1921, when 22,298,856 
pounds were marketed co-operatively in eighteen 
states. Since 1921 the price of wool has risen, and 
sellers have been in a much stronger position. Quite 
naturally, therefore (because depression is an urge 
to co-operation), the amount of wool sold co-opera- 
tively has fallen off. The experience of 1921 proved 
the possibilities of co-operative sale, however, and 
that method of marketing will again be employed 
if a similar situation arises. It will undoubtedly 
grow even under conditions of prosperity for the 
wool-grower, because of its obvious advantages. 

Those who do not join the pool gain materially 
through its operations, which stimulate the local 
price. The co-operative movement is also useful in 
other ways than through price stimulation. It es- 
tablishes a reputation for a locality where wool is 
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of good grade and well prepared for market, and 
helps to bring about better trade relations with 
those who buy that grade. It arouses a healthy 
rivalry between sheep owners to improve their 
flocks and to excel in preparation of the clip for 
market. Furthermore, in 1920, when wool was a 
“drug on the market,’ the associations had large 
quantities of wool manufactured into blankets, 
robes, and other articles, and distributed them to 
members upon an equitable basis.?* 

For the efficient working of any co-operative plan 
it is usually necessary that a contract should be 
entered into, between the grower and the associa- 
tion. The Iowa Fleece Wool Growers’ Association 
is a typical successful organization. Their “pro- 
ducer’s contract” provides that the grower shall 
market his wool through the association for three 
years. He agrees to deliver it, packed in standard 
wool sacks, f. o. b. at the selling point, which may 
be designated by the association. The latter agrees 
to furnish the grower with sacks and twine on a 
cost basis, and to instruct him in preparation of the 
wool for market; to store the wool, and grade it 
into the lines most suitable for advantageous sale; 
to sell it according to best judgment; and to deduct 
only the actual cost of handling, including the ac- 


™<The extent of this proposition is illustrated in the case of 
Iowa, which last year manufactured in excess of 10,000 pairs of 
double bed blankets for their consignors.” Report of the Exec- 
utive Secretary to the President, Executive Committee and Board 
of Directors of the American Farm Bureau Federation, Third 
Annual Meeting, Atlanta, Georgia, Nov. 21-3, 1921. 
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cumulation of necessary reserves. The grower 
agrees to pay his pro rata share of the marketing 
cost, and if he fails to market through the associ- 
ation is subject to a fine levied by the pound upon 
all the wool sold. The contract may be terminated 
by either party at the end of any year’s operations 
by giving notice in November. 

The Iowa association for several years entered 
into an agreement with a wool warehouse and 
storage company for the storage, grading, and sale 
of the wool of its members. The company received 
as compensation 2-84 cents per pound on all wool 
held not more than five months, and an additional 
storage and insurance charge for wool which had 
to be held longer. The company advanced freight, 
and 50 per cent of the value of the wool, not to 
exceed 15 cents a pound. 

It has been found that concentration of the wool 
of a whole state, or even of a larger area, at one 
point is better than a local pool. The advantages 
of the larger scale operation are, first, greater bar- 
gaining power; and second, opportunity to grade, 
classify, and assort the wool into different lines, 
so that the buyers are afforded a wider option and 
are thus more inclined to do business with the pool. 
The disadvantage of this form of operation is that 
a longer time is usually required to dispose of the 
wool and secure returns for the grower. 

More wool has been marketed co-operatively in 
Ohio than in any other state. The Ohio Sheep and 
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Wool Growers’ Association which was reorganized in 
January, 1918, and has its headquarters in Colum- 
bus, handled about 2,000,000 pounds of wool in 
1919. In 1920, the worst year of depression, it sold 
approximately 3,000,000 pounds at an average price 
of about 40 cents a pound, and at a selling cost of 
2-84 cents a pound. In 1921, the quantity sold was 
. 5,798,390 pounds at an average net price to the 
grower of 27 cents a pound, which was several cents 
better than probably could have been obtained in 
the ordinary way, through private enterprise. In 
1922, the Ohio association marketed about 3,000,000 
pounds; in 1923, about 4,000,000 pounds; and in 
1924, 3,700,000 pounds. 

The success already attained in this field of co- 
operation gives assurance that efforts will be con- 
tinued to give the farmers the maximum return for 
the products of the sheep industry. And the fact 
that the members of the associations—as many as 
45,000 in one year—have received approximately 
five cents a pound more for their wool than they 
otherwise would have obtained, is only part of the 
gain, for the growers are now stimulated to improve 
the quality of their wool by accurate knowledge of 
its grade and by the further consciousness that they 
will be compensated for efforts to improve it. 

A marked advance has been made toward the es- 
tablishment of standard wool grades. Experts of 
the United States Department of Agriculture have 
been working on this problem for several years. 
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Tentative grades have been selected and used ex- 
tensively in grading wool for co-operative sale. Sev- 
eral hundred sets of samples of these grades have 
been distributed throughout the country and have 
been of great educational value to wool growers. 
The accuracy of the work has been attested by 
manufacturers, dealers, and growers. Conferences 
with representatives of the English wool industry 
have been held, and it is hoped that eventually the 
same form of standardized classification and nomen- 
clature will be used in all English speaking 
countries. 

The methods of sheep husbandry are being con- 
stantly improved. Agents of the Federal and state 
governments are engaged in experiment and demon- 
stration. Colleges of agriculture are potent factors 
in improving the current standards of practice, and 
state agricultural and fair associations help along 
the work. The county agricultural agents have 
probably done more than any other one group to 
disseminate progressive ideas concerning sheep 
husbandry. 

The movement toward the use of higher grade 
breeding stock is one of the most hopeful signs. 
The United States Department of Agriculture re- 
ceived reports from its agents that better rams were 
placed in ‘service in the following states in 1924: 
Tennessee, 252; Iowa, 168; Alabama, 54; Pennsyl- 
vania, 35; California, 25. Through the influence 
of the Federal Extension Service 152 head of pure 
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bred sheep were purchased in other states.23 Nine 
“ram rings’—a method of prolonging the useful- 
ness of rams by changing their location at the end 
of each two-year period—were in operation in 
Pennsylvania in the same year. More than one 
hundred demonstration farm flocks have been estab- 
lished in New York, Kentucky, Virginia, and Ten- 
nessee. These flocks not only serve to illustrate 
the best methods to all sheep owners in the com- 
munity, but they also constitute a source of higher 
grade stock. Many special meetings are held by 
government agents at which wool grading, “culling” 
of poorer ewes from the flock, and other useful 
methods are demonstrated. The use of copper sul- 
phate and tobacco extract in remedying and elimi- 
nating stomach worm is one of the innovations 
which recently has been given widespread publicity. 

The docking and castrating of lambs has also 
been given much attention. Kentucky, as we have 
seen, is one of the leading states in the production 
of early lambs. In that state, according to reports 
of the Department, 150,000 or more lambs were 
docked and castrated during the year 1924, largely 
as the result of demonstrations held by government 
specialists. It has been shown that the treated 
lambs bring from 50 cents to $1.25 per hundred- 
weight more than others, and that the percentage 
of “No. 1’s” is much higher. Similar demonstration 


2 Tnformation furnished author by U.S. Department of Agricul- 
ture, Bureau of Animal Husbandry. 
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work was carried on in 1924 in Iowa, Missouri, 
Indiana, Virginia, and West Virginia. 

The supplemental feeding of early lambs is also 
being encouraged, and as a result market shipments 
are being made earlier, thus avoiding the glut which 
comes in September. Sheep owners have been 
shown how to construct their feeding pens better. 
The “zig-zag” type is favored because it affords 
more feeding space than the old straight line system. 
Information has also been spread concerning the 
best use of beet-tops, alfalfa, and corn in the feed- 
ing of sheep and lambs. Altogether, the advocacy 
of practical, scientific methods has done much to 
improve the position of the farm sheep raiser. 


V. THE OUTLOOK FOR FARM SHEEP HUSBANDRY 


Tendencies exhibited by sheep husbandry at 
different times and in many parts of the world give 
us reason to believe that sheep will continue to be 
important in diversified agriculture in the United 
States. The profit made from sheep raising under 
frontier conditions is low when it is expressed as a 
profit per acre of the land used. With the growth 
of population, land passes over to agricultural use. 
With the application of labor and capital to the 
land, the returns increase greatly over those ob- 
tained from the pastoral industry. The withdrawal 
of land from range use and the increase of sheep 
on irrigated ranches and dry farms in the West is 
thus in harmony with developments elsewhere. 
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The number of sheep kept in a region given over 
to diversified agriculture may be as large as when 
the region was entirely devoted to the pastoral in- 
dustry. The breed of the sheep will be different, 
however. They are bred to secure the greatest pos- 
sible profit from both wool and mutton, but as the 
latter is of greater importance, the pure mutton 
breeds are favorites. The wool is coarser; but the 
higher price received for large and early maturing 
lambs more than compensates for that unfavorable 
feature. This tendency as we have seen, has con- 
stantly manifested itself in the history of sheep 
raising in the United States. 

There are several reasons why sheep are more 
valuable than any other animals in certain schemes 
of agriculture. It is hard to replace sheep because, 
first, they consume pasturage and roughage which 
no other animals, except goats, will eat; and goats 
are not as profitable. Second, sheep can be kept 
to good advantage on certain rotation crops. In 
this way, as well as by the high value of sheep 
manure, they help to maintain the fertility of the 
soil. Third, grain can be used economically in sheep 
husbandry. A small amount of grain creates more 
value when transformed into lamb and mutton 
than in almost any other way. Fourth, the sea- 
sonal character of the industry helps to keep it in 
favor in some parts of the country. Lambs can be 
fed in barns in the winter, when other work is slack. 
Shearing can be postponed until after planting 
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time is over and before haying and harvesting be- 
gin. Fifth, climate and soil conditions bring sheep 
into especial favor in some localities. For exam- 
ple, the mild climate and rich soil which are found 
in some parts of the South produce an ideal situa- 
tion for raising early lambs. Sheep are often use- 
ful also in preventing erosion of the soil. In hilly 
regions plowed ground is often washed out; while 
if the land is kept in pasture the sheep feed in the 
high places, packing down the surface and fertiliz- 
ing the land. For this reason it is often well to 
pasture sheep and cattle together. The preference 
of sheep for high ground and of the eattle for the 
lower spots, makes them supplemental to each 
other. 

The prevalence in parts of the United States of 
some of the conditions described above explains 
why sheep raising is successful, and their absence 
explains the failure of sheep raising in cther sec- 
tions. The neglect of sheep in some regions has 
not been altogether due to economic reasons, how- 
ever. It has been due partly to ignorance of their 
value as farm animals, and partly to waste of avail- 
able resources. The experience of Great Britain 
suggests strongly that the number of sheep in the 
farm states of this country may be increased with 
a positive benefit to the other farm operations. 

It is apparent that sheep are a source of profit 
to farmers in many parts of the East, South, and 
Middle West. In New England sheep are used 
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as scavengers on the general farm. In the bean 
growing and orchard regions of New York they 
supplement specialized forms of agriculture. Corn 
fields are cleared up to good advantage by sheep 
in many parts of the Corn Belt. The limestone 
pastures of Virginia and the blue-grass fields of 
Kentucky, together with the milder climate, afford 
an opportunity of producing early spring lambs. 
The Piney Woods area of the Gulf states supports 
flocks which, though of inferior grade, yield wool 
at low cost. In Ohio the high land along the rivers 
is better suited to sheep raising than tillage. The 
hilly sections of the Mississippi and Missouri Val- 
leys are adapted to a system of joint cattle and 
sheep production, and in the cut-over areas of 
northern Wisconsin and Michigan there is much 
land better suited to pasturing sheep than to any 
other purpose. The by-products of the flour mill- 
ing industry, and surplus fodder, are used for fat- 
tening sheep in many localities. Sugar beet pro- 
duction finds a useful adjunct in flocks to consume 
the beet-tops and the alfalfa raised in rotation. 
These facts all point toward the continuing impor- 
tance of sheep husbandry in conjunction with 
agriculture. 

Looking at the matter from the supply side— 
that is, from the point of view of good farm organ- 
ization and wise utilization of land and labor—the 
conditions seem favorable for an increase in sheep 
raising on farms in the United States. The pro- 
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duction will, of course, be greater if there is a high 
price of wool than it will otherwise. Yet our 
analysis shows that wool, and even sheep husbandry 
itself, is of a sufficiently by-product character so 
that there probably will be a substantial output 
even if the price of wool is low. The nature and 
extent of the demand for the products of the in- 
dustry, and their influence on the amount produced, 
we shall consider later.?# 


* See Chapter [X 


CHAPTER IIT 
COMPETING SOURCES OF SUPPLY 


The principal wool-growing regions of the world 
are undergoing a transition from range conditions 
to diversified agriculture, similar to the transition 
which has long been in progress in the western 
United States. This development brings with it 
a larger number of crossbreds and mutton sheep. 
Also, it has become apparent that even when till- 
age is not empioyed there is a greater profit in rais- 
ing a combination mutton and wool sheep than in 
raising sheep for wool alone. As long ago as 1912, 
when the Tariff Board made its report,! there ex- 
isted an almost world-wide tendency toward keep- 
ing more of the mutton breeds of sheep and cross- 
breds of the Longwool-Merino or Down-Merino 
types. 

In consequence of this transition there has been 
both a change in the kind of wool and an arrest of 
the increase in the world’s wool supply. The ten- 
dency for a long period has been toward a slacken- 
ing of the increase in production, and for several 
years before the war the world output was prac- 


U.S. Tariff Board, Report on Schedule K, 1912, p. 394. 
69 
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tically stationary. Since the war it has actually 
declined. It is the object of this chapter to trace 
these changes and to draw conclusions as to their 
effect on the competitive position of the American 
wool-growing industry. 


I. AUSTRALIA 


Australia has a soil and climate, and is in a stage 
of economic progress, which favor wool-growing by 
extensive methods over large areas. Sheep were 
imported from the Cape of Good Hope in 1788, and 
the exportation of wool to England began before the 
nineteenth century. English manufacturers were 
impressed with the high quality of Australian Me- 
rino wool from the beginning, and the industry 
made rapid strides. By 1880 Australia was the most 
important among wool-producing countries. 

There is little prospect of an expansion of wool 
production in Australia. It is true that in 1917 there 
remained 875,000,000 acres of unused Crown land 
out of a total area of about 2,000,000,000 acres.? 
But these figures taken alone indicate a greater op- 
portunity for the increase of sheep raising than 
actually exists, for the nature of the unused land, 
which is mainly desert, acts as a limitation. The 
number of sheep kept in connection with diversi- 
fied farming is increasing, and there is more pros- 
pect of growth in this direction than of a marked 


a S. Tariff Commission, The Wool Growing Industry, 1921, 
p. 301. 
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expansion of sheep raising in the “bush” or in the 
great “out-back” plains. The production of wool 
in Australia decreased from 720,000,000 pounds in 
1909 to 650,000,000 pounds in 1924, while the acre- 
age under cultivation and the output of agricultural 
crops steadily increased. The indications are, there- 
fore, that in spite of considerable space for the ex- 
pansion of the sheep industry, the low carrying ca- 
pacity of the land which is left and the competition 
of other crops will prevent its development. 

There has been a marked tendency in late years 
toward the production of crossbred wool. The 
paramount influence in bringing about this change 
has been the superiority of crossbred sheep for mut- 
ton purposes. The growth of the frozen meat busi- 
ness has greatly stimulated mutton production at 
the expense of the “fine” wool production. In 1890, 
practically all the wool grown in the Commonwealth 
was Merino, while in 1918-19, 30.25 per cent of it 
was crossbred.* In subsequent years the propor- 
tion has been about the same, although there is 
evidence of some reaction toward fine wool. The 
frozen meat trade was at first only a means of get- 
ting rid of surplus sheep, and in 1890 the exports 
from Australia numbered only 200,000 carcasses. 
Yet just before the late war, 4,000,000 carcasses 
were exported annually. In 1916 the meat supply, 
as well as the wool, was taken over by the British 


*Dalgety’s Wool Review, 1918-1919, p. 59. 
*Tbid., 1914-15. 
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Government. Large amounts of mutton had to be 
stored on account of shipping conditions during the 
war, but the Government purchase relieved the situ- 
ation for the producers.° 

There is a noticeable tendency toward the break- 
ing up of the large estates, especially in the 
southern coastal region. This is due, first, to the 
increase in the value of the land, which makes graz- 
ing less profitable than other uses; and second, to 
the tax policy of the Government, which is espe- 
cially designed to discourage large holdings.*® 

With the subdivision of the large “stations,” 
where there was formerly one large clip, usually 
of Merino wool, there are now often 15 or 20 small 
clips, mostly of crossbred wool.* The small flocks 


*“The Imported Meat Trade,” Royal Agricultural Journal, 
1916, p. 73-8. Total imports of frozen mutton into Great Britain 
from all sources in 1918 were 2,442,804 carcasses as compared 
with 3,221,483 in 1917, and 7,377,454 in 1913. 


®* NuMBER OF HOLDINGS IN THE STATE OF VICTORIA 


Size of Holding 1913 
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Dalgety’s Wool Review, 1912-13. 


"In New South Wales, for example, one of the older states, the 
day of the “sheep king” has passed. In 1891, there were 73 flocks 
of 100,000 sheep or more. In 1900, the number of such flocks had 
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are kept, as in the United States, to utilize surplus 
crops in connection with diversified farming or 
grain raising. In recent years, more attention has 
been paid to water conservation, and to the stor- 
age of fodder in the form of hay and ensilage.® 
This breaking up of estates and closer settlement 
had proceeded far before the war. Some of the 
wool-growers of the country were even alarmed lest 
the business of breeding high grade fine-wool stock 
be curtailed, and the supremacy of Australia in 
the production of the best grade of wool be endan- 
gered. Although new territory is being opened up 
in the interior of Australia, and the tendency in 
that region is toward the “extensive” system, yet 
the increase is not great enough to offset the 
stronger tendency toward small flocks of crossbreds 
in the older sections. (See Map of Wool Growing 
Regions of Australia, p. 74.) 

The transition to crossbreds was promoted by 
the enormous demand for crossbred wool during 
the war to make khaki and blankets. The kind of 
wool in greatest demand for uniform cloth for the 
rank and file was 40’s to 46’s (that is, common to 
low 1-4 blood in American classification). The 
finer grades, used for officers’ uniforms, called for 
56’s to 58’s. The price of the crossbred wool dur- 


decreased to 14, and in 1912, there were only four. It is doubtful 
if there is one such flock in New South Wales at present. The 
total number of flocks, on the other hand, increased from 13,187 
in 1891, to more than twice that number in 1923. 

5 The Pastoral Industry, published by Commonwealth Govern- 
ment of Australia, October, 1914, pp. 36-9. 
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ing the early part of the war, so great was the de- 
mand, rose to a higher point than the price of 
Merino wool. The price of Merino wool was de- 
pressed also at that time by diminished demand 
from the continental European countries which 
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formerly took 60 per cent of the Australian Merino 
clip, and by an embargo for several months on the 
exportation of wool to the United States. Later, 
the scarcity of fine wool caused some readjustment 
and after the Armistice the price of fine Merino 
rose to a very high point. For most of the time 
from 1919 to 1924 the spread between the prices 
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of Merino and Crossbred wools was greater than 
the pre-war normal. 

The fundamental condition which favors the in- 
crease of Crossbred wool at the expense of Merino 
was well expressed in Dalgety’s Wool Review for 
1911-12: 

“The continued expansion of the frozen-meat 
trade has led to a further increase in the propor- 
tion of the crossbred wool produced. Experience 
has proved that the Merino cannot compete with 
the crossbred for all-around returns on country 
which is suited to the latter, and as the pastoralists 
of Australia are engaged in sheep-raising for profit 
and not for sentiment, a continued decrease in the 
production of Merino wool must be expected. Each 
year finds the crossbred flocks penetrating further 
into the back country, and districts which, five years 
ago, were considered utterly unsuited to them, now 
graze and fatten thousands annually. Even Queens- 
land, hitherto regarded as an impregnable strong- 
hold of the Merino, is steadily increasing her cross- 
bred flocks and though, as yet, they are not of any 
great consequence, the significant fact remains that 
they are on the increase.” 

Since 1912 this increase has continued. 


II. NEW ZEALAND 


Crossbred sheep have long been the dominant 
type in New Zealand. The Merino was the first 
sheep kept, and it is still bred in the hill country 
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and on the downs of the South Island. The Merino 
ewe furnished the foundation of the crossbred stock 
which has made “Canterbury” mutton famous; but 
only about 4 per cent of the New Zealand wool is 
now Merino.®2 The export of refrigerated meat 
began in 1887, and mutton soon became more im- 
portant to the sheep raisers than wool. The climate 
is excellent for mutton production; there is not 
much snow; and the English breeds, which thrive 
best in a cool, moist climate, were found to be ad- 
mirably adapted to the country. The Romney, a 
long-wool sheep, is the most popular breed. 

Though there is a possibility of some slight in- 
crease in the output of wool in New Zealand, the 
area of the country will not allow an expansion 
which will much affect the world’s supply. There is 
considerable general farming in the country, and 
practically all farmers are, to some extent, sheep 
raisers. Dairying is important in the North Island 
and grain and root crops are raised on a large scale 
in the South Island; these operations are also com- 
bined with sheep raising. There are, however, 
millions of acres of land in the highlands which are 
unsuited to tillage but are well adapted to grazing 
sheep. Also, there are large areas in tussock grass 
the carrying capacity of which might be increased 
by seeding to “tame” grass. The number of sheep 
in the country is about 25,000,000, and the wool 
output is about 200,000,000 pounds a year. The 

*Dalgety’s Wool Review, 1918-19, p. 59. 
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tendency is toward reduction of the average size of 
flocks, which is a little over 1,000 head. 

New Zealand has followed, in general, the same 
policy as Australia in attempting to keep the land 
from being consolidated into great estates. The 
average size of all holdings is about 540 acres; but 
the average size of holdings devoted principally to 
sheep raising is about 1,500 acres. In the highlands 
much more land than this is required, however, and 
most of the “stations” occupy land held under pas- 
toral leases from the government. 


III. SOUTH AFRICA 


South Atrica is the country which seems to afford 
the greatest promise of an increase in the total num- 
ber of sheep. It is also the only wool-growing coun- 
try of importance where the tendency does not seem 
to be unmistakably toward the crossbred. Sheep 
raising is an old industry in South Africa. Native 
flocks were found there by the early settlers, and 
were improved by crossing with sheep from some of 
the best flocks in Holland. English breeds were 
brought into the country about 1820. There were 
also importations of Merinos from Saxony and 
France. The greatest improvement in the flocks of 
South Africa has been brought about by the impor- 
tation during recent years of pure-bred Merino rams 
and ewes from Australia. Wanganellas, Tasmani- 
ans, and Rambouillets are the popular breeds. Ver- 
mont Merinos were tried some years ago, but they 
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exaggerated the tendency of South African wool to 
shrink heavily—a tendency due partly to breeding 
and partly to the sandy character of the range. The 
shipping situation during the war made it difficult to 
secure pure-bred stock from abroad and stimulated 
the production of such stock for breeding purposes 
at home. 

In South Africa the freehold land is less than half 
of the total area, and only about three per cent of it 
was cultivated in 1919. Considerable room, there- 
fore, is left for expansion of the sheep industry. But 
since water is scarce and the carrying capacity of 
the land is low, there is doubt whether the number 
of sheep will much increase unless there is a greatly 
increased production of feed on the farms. Up to 
15 years ago practically all sheep were herded on 
the open range; but the paddock system is now 
coming into use, which indicates a tendeney toward 
more efficient methods. The original cost of fencing 
for the paddock system is heavy; but it is economi- 
cal in the long run, because more stock can be kept 
on the same area, because labor is reduced, and be- 
cause the wool is kept cleaner. The number of 
wooled sheep increased from 12,000,000, in 1904, to 
29,343,675 in 1922.1° There were also about 
6,000,000 “native” or haired sheep which may grad- 
ually be replaced with improved sheep. 

The Parliament of the Union passed the Land 


* Bulletin of National Association of Wool Manufacturers, 
March, 1923, p. 241. 
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Settlement Act in 1912, and amended it in 1917. 
Under the terms of this Act the government is em- 
powered to acquire land from private individuals 
and to resell on easy terms to settlers. Crown lands 
are also allotted to settlers, and the government 
assists in the development by boring wells or erect- 
ing buildings, and by purchasing stock and imple- 
ments which are also to be sold on easy terms to 
settlers. The Land and Agricultural Bank of South 
Africa, known as the Land Bank, also extends finan- 
cial help to farmers and to co-operative societies of 
farmers. In these ways the Government is materi- 
ally promoting the cultivation of the soil. 

The mutton industry is growing in South Africa. 
For some time there has been a large demand for 
home consumption, and the Union has imported 
considerable mutton. New freezing works have 
been established, and during the war the cold 
storage and chilled meat facilities in Pretoria, 
Bloemfontein, Maritzburg, and Durban were in- 
creased. Imports of fresh mutton into South Africa 
in 1908 were valued at $607,554; in 1915 at $1,158; 
but in 1917 there was a small export.‘ Exporta- 
tion has not continued regularly, although it 
promises to develop. South Africa is nearer the 
London market than South America or Australasia, 
and this advantage should help to encourage the 
trade. Although the Merino sheep probably will 


“UW. §. Department of Commerce, Special Agents’ Series, No. 
146, by Juan Homs, p. 108. 
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remain numerically more important in the districts 
where the rainfall is light, in the sections where 
dairying and tillage are becoming common there 
may be a gradual increase in the number of the 
mutton sheep. 


IV. SOUTH AMERICA 


The principal wool-growing countries of South 
America are Argentina and Uruguay. Other coun- 
tries which produce some wool for export are Chile, 
the Falkland Islands, Peru, Paraguay, Bolivia, and 
Brazil. The remainder of the continent has a 
climate unsuitable for wool-growing. 

Argentina has been for many years one of the 
greatest wool-producing countries of the world; but 
the increase of tillage has lately much curtailed 
wool-growing. The war encouraged wool-growing 
through high prices for wool. Immigration was 
checked, somewhat hindering the development of 
agriculture. Yet in spite of these factors, the sheep- 
raising industry has not gained in importance, and 
the production of wool decreased from a pre-war 
average of about 360,000,000 pounds to 280,000,000 
pounds in 1924, 

The northern provinces of Buenos Aires, Santa 
Fe, Entre Rios, and Corrientes, were the first to 
develop the sheep industry; but the industry has 
been growing in the southern provinces, where there 
is considerable room for its expansion. The sheep 
first introduced into the country were of the 


COMPETING SOURCES OF SUPPLY 81 


Merino type. About 1885 the frozen meat trade 
began, and, in consequence, the Lincoln and other 
English breeds were introduced. Most of the frozen 
mutton produced has been exported to the United 
Kingdom. - About 75 per cent of the sheep are now 
crossbred, and the greater part of the wool now 
exported from Argentina is crossbred of high yield. 

While the wool-growing industry of Argentina is 
bound to continue of great importance, and the 
country will probably remain one of the great wool- 
exporting regions of the world, such increase in 
strength and importance as the industry shows will 
be due to greater care in breeding and to more at- 
tention to details, rather than to any great augmen- 
tation in numbers of sheep. There are fewer sheep 
in Argentina now than there were in 1875; and the 
constant growth of agriculture is causing less at- 
tention to be paid to the industry even though the 
great northern agricultural provinces could prob- 
ably now carry more sheep than ever. 

The physical characteristics of Uruguay stamp it 
as predominantly pastoral, and the sheep-raising 
industry has always been of great importance there. 
The climate is favorable; there are comparatively 
few wild animals; and the soil is better adapted to 
grazing than to agriculture. About 98 per cent of 
the exports of Uruguay are normally made up of 
livestock products and meats. Although the. 
smallest independent country in South America, 
Uruguay has supported as many as 26,000,000 
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sheep; but the last census, taken in 1916, showed 
less than half that many head.1* Agriculture has 
increased, especially near the coast and river cities. 
The shipments of wool from Uruguay went, before 
the war, principally to Dunkirk, Antwerp, Ham- 
burg, and ports of the United Kingdom. Most of 
the Uruguayan wool was used on the continent of 
Europe. After the war had been in progress for 
about two years, the United States took most of 
the Uruguayan wool; but a surplus was left at the 
close of the conflict, and the wool output declined 
rapidly. In 1921 it was 125,000,000 pounds,'* as 
against a pre-war average of more than 150,000,000 
pounds. 

The paddock system of handling the sheep is in 
use in Uruguay as it is in Argentina, and the breeds 
of sheep kept have also been much the same. The 
“Criollo” (or native) sheep were first improved by 
the introduction of Merinos, and later, after the 
frozen mutton business became important, by the 
introduction of the English breeds. The meat in- 
dustry, which was in the beginning only a means of 
disposing of surplus stock by the preparation of 
salt meat, has grown in importance. The combina- 
tion wool and mutton type will probably be the 
sheep kept in Uruguay in the future. 

Chile has never been a large exporter of wool, but 


“The accuracy of these figures is questioned by some authori- 
ties on sheep husbandry. 

*U. 8S. Tariff Commission, Recent Tendencies in the Wool 
Trade, 1922. 
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during the last few years, with the development of 
the southern territories which lie about the city of 
Punta Arenas, the industry has increased in impor- 
tance. The industry in this southern territory was 
started by Scotch shepherds from the Falkland 
Islands. The wool-growing region, which is partly 
in Chile and partly in Argentina, produces from 
30,000,000 to 40,000,000 pounds of wool annually; 
and the five freezing works in the district kill each 
year about 1,300,000 head of sheep. 

The Falkland Islands have from 800,000 to 
900,000 head of sheep, with an annual output of 
wool of 4,000,000 to 5,000,000 pounds. Peru has 
an annual production of between 10,000,000 and 
15,000,000 pounds, but the exports of alpaca wool 
have been greater than those of sheep’s wool from 
the latter country. Llama and vicuna wool are also 
produced in Peru; but the llama wool is inferior, 
and the vicuna is almost extinct. The wool industry 
of Peru is conducted principally on the table lands, 
at a very high altitude. The alpaca is not suited 
to an altitude of less than 5,000 feet. Paraguay, 
Bolivia, and Brazil export small quantities of wool. 
In the production, for export, of wool suitable for 
making clothing, South America, as a continent, 1s 
second only to Australia, but there is little prospect 
of an increase in the supply from that source. 
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V. CANADA 


The sheep industry of Canada shows a marked 
predominance of the mutton breeds. Most of the 
sheep in the Dominion are kept on farms, the aver- 
age flock being 25 head. There are only about 
200,000 Merinos out of 3,000,000 head in the entire 
country. The Merinos are on the ranges of the 
Northwest, while in Ontario and Quebec, which have 
about two-thirds of all the sheep in Canada, and 
which are farming provinces, mutton breeds are 
kept. The range sheep industry is seriously handi- 
capped by the large amount of snow, which pre- 
cludes keeping sheep out of doors during most of 
the winter. 

Sheep raising has been a declining industry in 
Canada until the past few years. The number of 
sheep was considerably less at the beginning of the 
war, in 1914, than it was in 1871, and only in 1918 
did the industry regain the position it held nearly 
fifty years ago. The pre-war output of wool was 
about 11,000,000 pounds a year. The wool clip 
amounted to about 18,000,000 pounds in 1918; 
24,000,000 pounds in 1921; and 15,000,000 pounds 
in 1924. Most of the clip is classed as “combing.” 
The Longwool breeds have been giving way some- 
what, in the past few years, to the Down breeds, be- 
cause of the excellent mutton characteristics of the 
latter, 

The Dominion Government has done a great deal 
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to stimulate the industry during recent years. A 
central warehouse at Toronto, controlled and 
operated by the Government, is a center for wool 
purchases by manufacturers. Financial facilities, 
through banking channels, have been provided, so 
that 75 per cent of the value of the wool may be 
advanced after appraisal by a Government agent. 
The authorities also encourage the conservation of 
breeding sheep; and if an owner must dispose of 
female stock, measures are taken to enable him to 
hold the ewes until a suitable purchaser can be 
found. Pure-bred rams are loaned to breeders’ 
associations when the farmers cannot otherwise ob- 
tain them. Uniformity in the type of sheep in a 
locality—which represents an advance in efficiency 
—is often secured by the efforts of the breeders’ 
associations. Co-operative purchase of feeds and 
of dipping and shearing apparatus is a progressive 
step which has been made in some places.1* These 
measures have resulted in an increase in the output, 
which has been almost altogether in the direction 
of farm flocks yielding market lambs and a medium 
grade of wool. 


VI. GREAT BRITAIN 


There has been a decrease in the number of 
sheep in Great Britain in the past few years, largely 
because sheep are proving unsuccessful in competi- 


= Arkell, J. Reginald, “Present State of Sheep Breeding in 
Canada,” International Review of Science and Practice of Agr- 
culture, Vol. VIII, No. 10, October, 1917, pp. 1838-8. 
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tion with dairy cattle. The pre-war output of wool 
was about 125,000,000 pounds a year, while in 1924 
it was only 106,000,000 pounds. In spite of this de- 
crease it is probable that the sheep industry will 
continue to occupy about the same place in the agri- 
cultural organization of the United Kingdom that 
it has for many decades past. 

The experience of England shows conclusively 
that sheep-raising for the joint production of mut- 
ton and wool, with the emphasis on the former, ts 
profitable, under proper management, in countries 
which have an intensive form of agriculture. The 
sheep-raiser who conducts the industry with the 
joint product in view must, however, be satisfied 
with a wool clip of somewhat coarse grade. Sheep 
farming in Great Britain is conducted with two 
principal aims—the production of mutton and the 
upbuilding of the land. Wool growing is of less 
importance than either of the foregoing objects. 
The methods of sheep husbandry in the southern 
and central part of Great Britain differ considerably 
from those of the hill country of northern England 
and Scotland. In the former sections, sheep are 
kept as one feature of a system of intensive agri- 
culture. The climate permits sheep to be kept out 
all the year; but winter feeding with chaff, straw, 
hay, or roots is often necessary, and in the case of 
fattening lambs, grain, corn, and cottonseed or lin- 
seed are used. Kale, vetches, rape, cabbages, and 
turnips are sown expressly for the flocks, and graz- 
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ing is regulated by changing the hurdles. Many of 
the sheep in England are kept under this “hurdling” 
system, which consists of enclosing the sheep within 
a movable fence which is changed every day so as to 
provide fresh pasturage. By this means the sheep 
are prevented from roaming about and consuming 
crops which are not intended for them. It reduces 
the amount of labor necessary in looking after the 
sheep and is peculiarly adapted to a country where 
intensive agriculture prevails. 

There are a great many sheep in the Scottish 
Highlands, and also in the Cheviot Hills along the 
border between England and Scotland. Here the 
sheep are usually kept on land not suitable for 
cultivation. In some places there is a succession of 
different grasses and heather, so that there is fresh 
feed all the year; but supplementary feeding is 
necessary. The most popular breed in the High- 
lands of Scotland is the Blackface. The Blackface- 
Leicester and the Cheviot-Leicester crosses are also 
popular, and both give excellent results in mutton. 
The great majority of the 39 distinct breeds of 
sheep in Great Britain are used for crossbreeding at 
home, and the popularity of the exported pure-bred 
English sheep for crossbreeding in North and South 
America and in Australasia is well known. The 
sheep which are designated “crossbreds” in the 
United States—i.e. crosses between some variety of 
Merino and a mutton breed—are not kept in Eng- 
land. The crossbreds of that country are all dis- 
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tinctly mutton sheep. There is no prospect of a 
change in breeds, or of any marked increase in num- 
bers of sheep, in Great Britain. 


VII. CONTINENTAL EUROPE 


Sheep constitute an important feature of diversi- 
fied agriculture in many parts of Europe. The num- 
ber of sheep and the wool output of Europe remained 
about the same for many years prior to the late war. 
During the war the number of sheep was much 
reduced in some countries, notably in France, while 
in others there was a marked increase, especially in 
Germany and Spain. The total output of wool in 
Europe in 1924 was 548,303,000 pounds as against 
an average for the years 1909 to 1913 of about 
520,000,000 pounds.t® <A large increase in Spain 
was partially offset by the decrease in Austria and 
France. Other countries which suffered a consider- 
able decrease were Bulgaria, Poland, Denmark, and 
Hungary. The output of Germany, which was about 
25,000,000 pounds before the war, is now double 
that amount. 

Most of the sheep kept in Europe are of the mut- 
ton breeds, and the recent additions to the flocks 
have been largely of that kind. Even in Spain, 
where the Merino originated, crossbred and mutton 
sheep have increased in number. In Germany, 
where the Saxony-Merino was developed, and in 


*U.S. Department of Commerce, Commerce Reports, March 5, 
1923, p. 616. Russia excluded from ‘estimate in 1924. 
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France, the home of the Rambouillet, the produc- 
tion of fine wools has been almost entirely super- 
seded by the growing of coarser grades incident to 
mutton production. Some Merino wool is raised in 
the northern part of Italy, especially in Apulia and 
Piedmont. The number of sheep in Italy increased 
greatly during the war, but the flocks have been 
reduced since that time. Before the war a variety of 
Merino sheep known as the Racka breed was com- 
mon in Hungary. The flocks in that country have 
now been reduced by one-half. Territorial changes, 
however, have left the Hungarian wool largely fine. 
Merino sheep used to be numerous in Sweden, but 
their number is now very small, while the Cheviots, 
Oxfords, Shropshires, and Southdowns are found in 
considerable numbers. European Russia produced 
more wool than any other country on the Continent 
before the war, but it was mainly low-grade cross- 
bred or carpet wool; a few million pounds of 
Merino wool were produced but the quantity was 
decreasing. 

The scarcity of agricultural labor during the war 
stimulated the sheep industry in Europe, and, in 
those countries which were cut off from communica- 
tion with exporting regions, the inadequate supply 
of both food and wool were factors in bringing about 
the increase of the flocks. Conditions were favor- 
able for a revival of sheep raising, except in the war 
zones. Although there was sufficient increase in 
some regions to more than offset the losses in the 
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devastated areas, the wool production of the Con- 
tinent is not much greater than it was over sixty 
years ago.'® 

VIII. SUMMARY 


It is evident that there is a world-wide tendency 
toward the crossbred and mutton sheep. This ten- 
dency is apparent even in Australia, the greatest 
Merino wool-producing country in the world. Both 
the natural advance of agriculture and the policy 
of the Australian Government are tending to break 
up the large estates, to lessen the average number of 
sheep in a flock, and to hasten the trend toward 
diversified farming. The growth of the frozen mut- 
ton trade has had much to do with the increasing 
popularity of the crossbred sheep and has helped to 
stimulate the form of the industry in which this 
kind of sheep could be kept profitably. In New 
Zealand the mutton breeds of sheep have been pre- 
dominant for a long time, and the production of 
mutton and lamb for export is as important as the 
production of wool. There is no indication that the 
character of the sheep industry in New Zealand will 
change. 

In South America the trend is all the same way. 
Tillage is increasing in the northern part of Argen- 
tina. There are places where sheep raising by open 
pastoral methods may increase, but the larger num- 

* The wool output of Europe was estimated at about 500,000,000 


pounds a year in 1860. See Helmuth, Schwartze, and Company, 
Wool Circulars. 
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ber of Merino sheep in those areas is not likely to 
counterbalance the decrease in the other provinces. 
In South Africa, although the majority of the sheep 
are Merinos, the raising of sheep for meat produc- 
tion is increasing. 

Great Britain is a striking example of a country 
in which sheep raising has found a permanent place 
in diversified agriculture because it helps to main- 
tain the soil fertility and because mutton produc- 
tion is profitable; wool-growing is merely incidental. 
Continental: Europe has many more mutton sheep 
than Merinos; although in some places, as, for 
example, in Spain, the original home of the Merino, 
that breed is still found in considerable numbers. 
Northern Italy, also, has some Merino sheep; but 
throughout northern Europe sheep are raised as a 
part of general farming operations and mutton pro- 
duction is more important than wool. The sheep of 
Canada, also, are almost all of the mutton breeds. 

The tendency exhibited by the sheep industry of 
the United States is, therefore, part of a world-wide 
movement. Different causes contribute to the gen- 
eral trend in the newer countries; it is largely the 
result of growth of population and of transportation 
facilities, with a consequent increase in agriculture. 
The movement is stimulated by the greater profit of 
keeping combination wool and mutton sheep, while, 
in some places, the trend is aided by soil and cli- 
matic conditions. The widespread tendency 1s 
therefore based on fundamental causes. It will 


Wor.p’s Propuction or Woot, 1909-13 To 1924. 
(Source: U. S. Department of Commerce, Commerce Reports, 


March 16, 1925.) 
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Annual 
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NortH AMERICA 
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SoutH AMERICA , 
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Watal ete ott cece eee 587,350,000 | 452,984,000 
Europe 
HYanCes & chin oes cove wu dacs-oee eres 80,688,000 42 361,000 
Germanys tat tance tecnde ce cates 25,600,000 53,600,000 
Teal veer are cate a oactas eee ectees 55,000,000 57,000,000 
STIS Shee MOE RRO OOE meet et Lucci 52,000,000 94,798,000 
(United @ikting dominance ees 134,000,000 106,300,000 
FRUBSIB TR ol iin onc awe ee erecteha oe 320,000,000 * 
OURGr re ctae eta ane en ame 172,744,000 194,244,000 
Totals ale esaee inet ome 840,032,000 548,303,000 
ASIA 
Bri tishe NGM peek seers arectete as « 60,000,000 60,000,000 
CHing Iai Sate hrca core Oe ae 50,000,000 75,000,000 
Persia io crn ned one cate cee ee 12,146,000 19,000,000 
IRUSSla in ASIA eee Come eeee 60,000,000 195,000,000** 
Aurkey2 ane ARi Gee. ene ae a ee neice 90,000,000 60,000,000 
OUR GT erie are ere tiacumiten oats were 1,000,000 * 
EOURL reat een rn ca TS 273,146,000 409,000,000 
AFRICA 
British SOUL ERATE GH ceetaer errr 157,761,000 | 193,000,000 
Other eee Rae mae cane cc eee 53,806,000 81,265,000 
ROtalee visit nr boty rare cg cee 211,567,000 274,265,000 
AUSTRALASIA 
(ATISTT SIG ete uty ete haamnercat cree arr e 705,146,000 | 650,000,000 
IN@wadZiealand wane seme cen en seen 198,474,000 188,000,000 
otal yrs ter toeite eohctacaesteree 903,620,000 838,000,000 
CPOE As hs 40'c ae AG naka enero 13,000,000 15,000,000 
GRAN Da LOTAT caine eran ee 3,162,035,000 |2,836,539,000 


** Russia, European and Asiatic. 
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lower the quantity of fine Merino wool and will aid 
the range wool-growers of the United States to some 
extent in that way. It will not increase the compe- 
tition from imported mutton and lamb unless the 
prejudice in this country against the frozen product 
is Overcome. 

The other important tendency is the slackening 
in the rate of increase of wool production through- 
out the world. This is connected in some countries 
with the trend toward diversified agriculture. In 
the older countries wool production has long been 
stationary. Even in the United States it is not 
larger than it was thirty-five years ago; while in 
Great Britain, Canada, and Continental Europe 
conditions are similar. Even in many of the newer 
countries the wool output has reached its maximum 
or has declined. In Argentina wool production is 
less than it was twenty years ago. Some increase is 
possible in Australia and South Africa, although in- 
fluences are at work to prevent it. In New Zealand, 
the carrying capacity of the land cannot be much 
increased, and dairying is competing with sheep- 
raising. Practically everywhere throughout the 
world we find a tendency toward a decline in output. 
This aspect of the world situation will react favor- 
ably on the competitive position of the United 
States wool-growing industry, and will mitigate the 
severity of foreign competition. 


PART IL 


HISTORY OF THE WOOL DUTIES IN 
THE UNITED STATES 


CHAPTER IV 
THE WOOL TARIFF, 1789-1912 


While it is unnecessary, and would prove weari- 
some, to enter upon an exhaustive account of wool 
tariff history, a brief survey of the subject will serve 
as a valuable background for more recent events. 
There have been duties on wool, with few exceptions, 
in the tariff acts passed in the United States since 
1816. It is the purpose of this chapter to chronicle 
the more important happenings and to delineate the 
more obvious effects of the tariff. For a more elab- 
orate analysis of wool tariff history the reader is 
referred to other sources. 

Sheep were brought to the Colonies early in the 
seventeenth century, but the numbers did not in- 
crease rapidly. Natural conditions did not favor 
them. There was such a scarcity of wool that ex- 
portation of it was prohibited in Massachusetts 


*See U. S. Bureau of Animal Industry, Special Report on the 
History and Present Condition of the Sheep Industry of the U.S., 
1892; Bishop, J. L., A History of American Manufactures 
from 1608 to 1860, 1866; Wright, C. W., Wool-Growing and the 
Tariff (Harvard Economic Studies V), 1910; Taussig, F. W., 
Some Aspects of the Tariff Question (Harvard Economic Studies 
XII), Chapter XIX, 1915; Page, T. W., “Our Wool Duties,” 
North American Review, April, 1913; Connor, L. G., A Brief 
History of the Sheep Industry in the United States (Annual Re- 
port of the American Historical Association), 1918, pp. 89-197. 
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from 1675 to 1681. Although homespun goods were 
made by the colonists, the finer cloths were im- 
ported from England until just before the Revolu- 
tionary War, when the use of the English goods 
decreased. The domestic industry could not supply 
the needs of the colonists for woolens, however, and 
during that war large quantities of these goods were 
smuggled in from England by way of France. 


I. EARLY HISTORY OF THE WOOL TARIFF 


There was little advance in sheep raising during 
the early years of America’s independence. The 
wool produced was of good strength and of medium 
quality, well adapted to use on the hand-loom with 
which the wives and daughters made cloth for the 
family. The duties on woolens in the earliest acts 
were for revenue rather than protection. A few 
woolen mills were built before 1800 but there was a 
narrow market for their products, restricted be- 
tween importation of fine goods from Great Britain 
and the manufacture of coarse goods in the house- 
hold. These beginnings of woolen manufacture 
stimulated a little interest in wool-growing, how- 
ever, and there was some importation of Merino 
sheep. The activity in the breeding of Merino sheep 
was, however, until the Embargo of 1808, confined 
to a few persons who took an especial interest in 
fine live-stock. 

The Embargo marked the beginning of a great 
development of wool manufacturing and wool grow- 
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ing. The outbreak of the war of 1812 gave a new 
impetus to the industry, as there was a demand for 
coarser goods for the army, in addition to the de- 
mand for broadcloths which had been supplied be- 
fore the embargo by England. At the end of the 
war the output of domestic woolen mills was three 
or four times what it was at the beginning, although 
the proportion of cloth made in factories to that 
made in the household was small. At the same time 
that the demand for wool from domestic manufac- 
turers and from the household industry, was in- 
creasing, the farmers’ foreign market for other 
products was curtailed, so there was a double in- 
centive to increase the flocks. 

Between 1816 and 1820 the situation changed en- 
tirely. After the close of the war, in 1815, the 
American market was again opened to British manu- 
factures, while the demand for woolen goods for the 
army was removed. Woolen goods were imported 
from England in great quantity and at low prices, 
as the English manufacturers had a surplus of goods. 
American mills began to close and the price of wool 
to decline. The tariff of 1816 was passed in the 
endeavor to check the flood of imports which came 
in after the war. The duty on wool was fixed at 
15 per cent, while the duty on woolens was 25 per 
cent, with the proviso that after three years it 
should be reduced to 20 per cent. The duty did 
little to check the imports of woolens, and the re- 
duction proposed for 1819 did not take place. The 


100 THE TARIFF ON WOOL 


duty on wool was of slight account because the de- 
pression in domestic manufacturing reduced the 
demand for wool to a low point, and there were 
almost no imports. There were even some exports 
of wool from the United States to Great Britain dur- 
ing this period. 

Wool manufacture in the United States had been 
artificially stimulated during the War of 1812, and 
in consequence the equipment of the mills was poor 
and the technical knowledge of the managers in- 
ferior to that of their English competitors. After 
the more inefficient had been eliminated and the 
methods and equipment of the surviving concerns 
had been improved, the condition of the American 
woolen manufacture began to take on a more hope- 
ful aspect. The crisis of 1819, the causes of which 
were complex, occasioned temporary distress; but 
between 1821 and 1824 several new mills were 
started. 

Between the years of 1816 and 1833 there was 
almost constant discussion of the tariff question. It 
was a period marked by several crises and depres- 
sions; the manufacturing industries of the country 
were in a formative state; and foreign competition 
was severe on account of a surplus of manufactured 
goods and the occurrence abroad of crises, notably 
that of 1825-26 in England. It was natural that 
the producing interests of the United States should 
seek increasing protection to relieve them from the 
harassment arising from these different causes. The 
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tariffs of 1824, 1828, and 1832 were outgrowths of 
this situation, and were an expression of the desire 
to create what Henry Clay called “The American 
System.” 

By the Tariff Act of 1824 the duty on woolen 
goods was raised to 30 per cent (it was to be 33% 
per cent after 1825), and the duty on wool to 20 
per cent; to 25 per cent after 1825; and to 30 per 
cent after 1826.2. The British woolen manufacture 
passed through another crisis at this time, and threw 
on the American market large quantities of goods at 
prices which in some cases did not cover the cost of 
production. At the same time the British govern- 
ment reduced the wool duty to one half penny a 
pound if the wool were valued at a shilling or less, 
and one penny if valued at more than a shilling, 
while British Colonial wool was admitted free. 

In 1828 the “Tariff of Abominations” was passed. 
This act derived its bad name partly from the fact 
that the rates were not adjusted, in relation to each 
other, with any approach to equity, and partly from 
the fact that many of the rates were exceedingly 
high. This act is sometimes called “The Woolens 
Bill” because of the high rates on woolen goods. 
The duty on most classes of woolens was 45 per 
cent ad valorem, with a system of minimum valua- 
tions which did not prove satisfactory as it led to 


2 Wool costing less than 10¢ per pound was dutiable at the old 
rate of 15 per cent. See Tariff Acts of the Umted States, 1789- 
1909, p. 79. 
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undervaluation. The duty on wool was four cents 
a pound and 40 per cent ad valorem, to be raised to 
45 per cent the next year and 50 per cent the year 
after.2 By 1830 a general improvement in condi- 
tions had taken place, due chiefly to the fact that 
British woolen manufacture had recovered from its 
depression and was not dumping goods upon the 
American market. In addition, the survivors of the 
severe competition to which the domestic industry 
had been subjected between 1815 and 1830, were 
fully capable of holding their own. 


II. THE WOOL INDUSTRY AND THE TARIFF, 1830-1860 


The first decade of this period preceding the Civil 
War was a time of great prosperity for the wool 
growers of the Eastern states, and marks the high 
tide of popularity of the fine wool sheep. The 
twenty years immediately preceding the war were a 
period of expansion of the industry in the Middle 
West, with a corresponding decline in the East. 

The tariff of 1832 was of a decidedly protective 
character; but it was followed in 1833 by the Com- 
promise Tariff, which provided for a gradual reduc- 
tion in the rates of duty fixed in the Act of 1832 
until July 1, 1842, after which there would be a 
uniform rate of 20 per cent on all articles.> The 

* Tariff Acts of the United States, 1789-1909, pp. 85-6. 

“Wright, Chester Whitney, Wool-Growing and the Tariff, Har- 
vard Economie Studies V (1910), Chapter V. 


*Taussig, F. W., Tariff History of the United States, p.110. On 
January 1, 1834, one tenth of the excess of all rates over 20 per 
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duty on wool, under the Act of 1832, was 4 cents a 
pound and 40 per cent ad valorem on wool costing 
over 8 cents a pound, while that costing 8 cents a 
pound or less was admitted free.® 

During the years 1830-37, the price of wool was 
rising both in the United States and in the world 
market. The wool manufacturing industry in Great ° 
Britain and in this country was prosperous. Ex- 
portation of wool from Australia had only just be- 
gun. Under these conditions the American sheep 
industry found itself in a favored position, and, as 
very little wool was shipped from the Middle West, 
the Eastern growers reaped the benefit. The im- 
ports of both wool and manufactures of wool in- 
creased under the Compromise Tariff; yet domestie 
woolen manufacture grew during that period, and 
the number of sheep increased from about 12,000,- 
000 in 1830 to 19,300,000 in 1840.7. The increase in 
manufacture was partly at the expense of the house- 
hold woolen industry which was now on the wane. 
The crisis of 1837 brought with it a sharp break in 
the price of wool, and, although there was some re- 
cent was to be removed; one tenth more on January 1, 1836; an 
additional tenth in 1838, and another tenth in 1840. On January 
1, 1842, one-half the remaining excess over 20 per cent was to be 
taken off and on July 1, 1842, the rest of the excess was to go. 

°Minimum duties on manufactured goods were done away with, 
by the Act of 1832, and ad valorem duties substituted. On most 
goods the rate was fixed at 50 per cent ad valorem. Carpets and 
blankets were dutiable at 25 per cent; flannels at 15 cents per 
square yard; worsted stuff goods at 10 per cent. See Wright, 
C. W., Wool Growing and the Tariff, pp. 83-4. 


"YU. S. Tariff Commission, Report on the Wool Growing In- 
dustry, 1921, p. 417, 
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covery within the next two or three years, the price 
of wool was lower during almost all of the following 
decade than it had been from 1830 to 1840. 

The period of decreasing duties, under the Act of 
1833, ended in 1842. The Whigs had again assumed 
control of the government in 1841; and within a 
short time after the “horizontal” rate of 20 per cent 
went into effect under the Compromise Act of 1833, 
the tariff act of 1842 was passed. This was dis- 
tinctly a protectionist measure, although the argu- 
ment for higher duties was based partly on the defi- 
ciency of the Federal Revenue after the panic of 
1887. Upon the accession of the Democrats to 
power a lower tariff, the Act of 1846, was passed. It 
embodied a considerable reduction in rates, although 
it was not a close approach to free trade. During 
the remarkably prosperous period from 1846 to 
1860, there was little agitation of the tariff ques- 
tion. Even in 1857, when a new act was passed 
still further lowering rates, the division was not 
strictly along partisan lines, and the reduction was 
brought about because of the redundancy of the 
Federal revenues. 

During the years when fine wool growing was at 
its height, New E.igland had about one third of the 
sheep in the country and the Middle Atlantic states 
about one fourth. Kentucky, Tennessee, and Vir- 
ginia had a considerable number, and Ohio was also 
an important wool growing state; but the regions 
to the South and West had comparatively few sheep. 
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The beginning of the decade of 1840-50 found the 
wool growing industry of the West upon the point 
of a great expansion. The enthusiasm for “internal 
improvements” had already created a series of 
waterways of which the Erie Canal was the most 
important; but up to this time population had not 
increased rapidly around the Great Lakes, and the 
capital necessary to provide a good sized flock of 
sheep had not been possessed by many of the 
pioneers in Indiana, Illinois, and the other prairie 
states. 

The eighteen forties were not years of high prices 
for wool, but the West rapidly increased its out- 
put. The low price level for farm products in gen- 
eral led to the adoption by Western farmers of wool 
production, as the clip furnished them a money crop 
which could be marketed to advantage. Along with 
this growth of flocks in the West there was taking 
place a decrease in the number of sheep in the East. 
The urban population was growing, and dairying 
was becoming more profitable than sheep husbandry. 
The great development of the sheep industry in 
the countries of the Southern Hemisphere was then 
fully under way, and exports from those sources in- 
creased by leaps and bounds. The expense of keep- 
ing sheep in the Eastern states was increasing: the 
value of land was rising; and, in comparison with 
the sheep husbandry of the Western states and of 
the countries below the equator, much greater ex- 
pense had to be incurred for fodder. The economic 
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development of the East had reached the point 
where resources could be more profitably used for 
other purposes. The flock owners turned to the 
mutton breeds of sheep to augment their profits, 
and sheep husbandry was reduced to a minor place 
in the diversified agriculture of the region. 

During the latter part of this period, especially 
from 1853 to 1860, the price of wool was much higher 
than in the years following 1840, but the wool grow- 
ing industry of the West expanded much less rapidly 
than it had during the era of low prices. The prices 
of other farm products were so attractive that the 
farmers neglected sheep in the rush to produce grain 
and meat for export. The development of railroads 
reduced enormously the cost of transportation to 
eastern markets and the seaboard.S The Irish 
famine, the abolition of the Corn Laws in England, 
and the Crimean War all aided in raising the price 
of farm products in the years 1847 to 1855. The 
panic of 1857 caused a temporary decline; but prices 
were high, on the whole, until the end of the period. 

The number of sheep in the western states in- 
creased very fast in the years 1840-50, but only 
slightly from 1850 to 1860. The decline in the East, 
which began in the forties, continued until 1860. 
The same factors which had been operating there 
in the period of low prices continued in the years of 


®*The fall in the cost of transporting grain and meat bore a 
greater proportion to the total value of the product than in the 
case of wool. 
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higher prices, and were effective in preventing any 
general return to sheep raising. Some sheep were 
kept for breeding purposes and some for mutton 
production, but the industry was relegated to a sub- 
ordinate position. 


III. THE CIVIL WAR PERIOD 


The natural trend of events in the sheep industry 
was interrupted by the Civil War. The industry 
was revived in the Eastern states, and the domi- 
nance of the West in wool growing, which had been 
imminent, was postponed. However, the course of 
development apparently was not changed, in the 
long run, and the chief significance of the events of 
this period les in the adoption of the ew scale of 
duties which became a permanent part of the tariff 
system.°® 

The Tariff Acts of 1861, 1862, and 1864 were 
passed mainly for revenue purposes. The Act of 
1861 took effect on April 1, and, as the wool duties 
remained the same in the Act of 1862, the rates were 
uniform practically throughout the war period.!° 
The adjustment of rates in these acts was rather 
more favorable to the manufacturers than to the 
growers, yet the result of war-time demands was un- 


®° Wright, Chapter VI. 

The duties were: 5 per cent ad valorem on wool valued at 
less than 18 cents a pound; 38 cents on that valued at 18 to 24 
cents; 9 cents on that valued at more than 24 cents. Sheepskins, 
with the wool on, paid 15 per cent ad valorem. See Tariff Acts 
of the United States, 1789-1909, p. 166. 
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paralleled prosperity for both. The compensatory 
duty on woolen goods, which has had a prominent 
part in tariff history, was introduced in 1861."" 

The high duties of the Act of 1864 1° somewhat 
checked importation of both wool and woolens, but 
in 1866 it became apparent that Congress would pass 
a tariff law carrying even higher rates, whereupon 
importations began to come in great volume. Partly 
as a result of these imports and partly on account of 
the natural reaction from war-time activity and 
high prices, the domestic market for both wool and 
woolens collapsed in the latter part of 1867. 

The end of the war in 1865 had not brought with 
it any cessation of expansion in the sheep industry, 
or, apparently, any abatement of the high hopes of 
sheep owners for a continuation of their remarkable 
prosperity. Not until the price broke did signs of 
curtailment appear, but then the sheep were sent 
to slaughter in great numbers, or were driven west- 
ward to contribute to the increase in flocks which 
soon took place in that region. The decrease in the 
total number of sheep in the country from 1867 to 
1871 was over one-third—from 35,800,000 to 22,- 
400,000—the greatest reduction being in New Eng- 

“See Chapter VI. 

“The rates on wool in the Tariff Act of 1864 were: on wool 
valued at 12 cents a pound or less, a duty of 3 cents a pound; 
on wool valued at more than 12 but not over 24 cents a pound, 
a duty of 6 cents a pound; on wool valued at more than 24 but 
not over 32 cents, a duty of 10 cents per pound, plus 10 per cent 
ad valorem; on wool valued at more than 82 cents a pound, a 


duty of 12 cents a pound, plus 10 per cent ad valorem. See 
Tariff Acts of the United States, 1789-1909, p. 235. 
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land and the Middle Atlantic states. These regions 
had, at the end of the period, fewer sheep than in 
1860. The whole number of sheep in the country, 
however, was greater than at the beginning of the 
war, the principal increase being in the Middle 
West. 

The wool growers and the wool manufacturers 
met in convention at Syracuse, New York, in 1865, 
and agreed to stand together in support of higher 
rates on wool, together with the compensatory 
system. The schedule passed by Congress as a 
separate act in 1867 contained a much more minute 
classification of wool than any preceding tariff law, 
and raised the rates very materially.1? The per- 
petuation of the compensatory system was of ad- 
vantage to the manufacturers because it gave them 
a substantial amount of concealed protection." 
The protective duty on woolen goods levied in 1867 
was 35 per cent ad valorem, 10 per cent of which 

*%See Chapter VI of this book for discussion of the “blood 
classification” which was adopted at that time. The rates im- 
posed were: on Class I, Clothing, and Class II, Combing Wool, 
valued at 32 cents per pound or less, a duty of 10 cents per 
pound and 11 per cent ad valorem; valued at more than 32 
cents per pound, a duty of 12 cents per pound and 10 per cent 
ad valorem. By the change in classification making all wool 
valued at less than 32 cents per pound dutiable at 10 cents per 
pound and 11 per cent ad valorem, a considerable increase in the 
effective rate of duty was brought about. 

* An allowance of four pounds of raw wool to one pound of 
cloth is excessive. The compensatory duty of the Act of 1867 was 
50 cents per pound of cloth. This allowed compensation not 
only for four pounds of wool to each pound of cloth, but also for 
the duties paid on dye-stuffs and oils, and for interest on the 


amount of duties paid, for the time between the payment of 
duty and the sale of the finished goods. 
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was to offset the internal revenue tax.1®° The extra 
10 per cent duty was continued in force, however, 
after the tax was removed. 


IV. FROM THE END OF THE CIVIL WAR TO THE 
TARIFF ACT OF 1894 


The most important development in wool grow- 
ing in the United States during the years following 
the Civil War was the expansion of the industry in 
the Far West. Wool growing followed the frontier 
to its final outpost, and found in the region last 
utilized a territory better adapted to it than any 
theretofore occupied. The arid nature of the coun- 
try precluded a rapid development of agriculture, 
but livestock could be kept profitably. 

The era following the Civil War was one of great 
industrial expansion. Immigration increased, and 
the population doubled between 1870 and 1900. 
Two transcontinental railroads were completed 
within a few years after the close of the war, and 
these aided considerably in the development of the 
western territory. Expansion in agriculture accom- 
panied the industrial development. There was a 
great increase in grain growing in the Central West, 
and the export trade in cereals, beef, pork, and dairy 
products grew by leaps and bounds. The growing 
industries of the country furnished new markets 
for the agricultural produce of the West, and the 
improved transportation system and reduced freight 


* Tariff Acts of the United States, 1789-1909, p. 260. 
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rates furnished the means of delivering the increased 
volume of production to the eastern markets and to 
the seaboard for exportation. 

At the same time that wool growing was increas- 
ing in the Far West the countries of the Southern 
Hemisphere—particularly Australia and Argentina 
—were also expanding their production of wool. 
The price of wool in the United States was low rela- 
tive to the price of other agricultural commodities 
during most of this period. There were two rises in 
price, one in 1871-72 due partly to the Franco-Prus- 
sian war and partly to the great reduction in the 
number of sheep after the Civil War. The other in- 
crease 1n wool prices came in 1879-80 as a result of 
the revival of business on the resumption of specie 
payment. The surplus from the Southern Hemi- 
sphere, however, operated to depress the price. 

The wool manufacturing industry as a whole 
underwent a great expansion, but the most note- 
worthy development was the rise of the worsted 
manufacture. The extent of the benefit to wool 
growers can be appreciated when it is considered 
that the amount of wool used by the worsted in- 
dustry increased from 3,000,000 pounds in 1860, to 
100,000,000 pounds in 1890. This increase in de- 
mand would have been more potent in increasing 
the price of wool, despite the augmentation of sup- 
ply from the Southern Hemisphere, had it not been 
for the increased use of cotton and shoddy in wool 
manufacturin®. 


112 THE TARIFF ON WOOL 


While sheep raising was developing in the Far 
West from 1870 to 1885, it was declining in other 
parts of the United States. The reduction in the 
years 1867 to 1870 had been greater in the eastern 
states than in the Middle West. During the decade 
1870-80 there was little change in the number of 
sheep in New England and in the Middle Atlantic 
states. The Middle West, with relatively larger 
flocks at the beginning of the period, suffered an 
almost continuous decline. Kentucky, Tennessee, 
Virginia, and West Virginia were the leading sheep 
raising states of the South, and there the mutton 
breeds made a rapid advance. Ohio had the largest 
number of sheep of any state in the Union from 1850 
until about 1880, when California came to hold first 
place. Since that time one of the far western states 
has always held the leading position, and by 1900 
several of the Rocky Mountain states had surpassed 
Ohio. 

There was little growth in the industry in any 
part of the country except the Far West. The tariff 
may have caused a slower decrease in the numbers 
of sheep in the East and Middle West than would 
otherwise have taken place, because a comparison 
of domestic and foreign prices shows a difference of 
8 to 11 cents per pound on comparable grades of 
wool. The wool duty of 1867 was aimed at the 
Mestiza wool of South America, and this was practi- 
cally excluded. Imports of carpet wool from South 
America continued, but were almost wholly non- 
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competitive with the domestic clip. The chief 
competition came from Australian wools, the clean 
content of which was high. The imports both of 
manufactures of wool and of raw wool increased 
under the Tariff Act of 1867, but the domestic pro- 
duction of both also increased very fast. The pro- 
portion of foreign wool consumed was less than be- 
fore the Civil War. More foreign wool came in as 
manufactured goods than in the raw state, dress 
goods being the largest item. A horizontal reduc- 
tion of 10 per cent of all rates was made in 1872; 
but the effect of this change was imperceptible, as 
rates were again raised to their former level three 
years later. 

Surplus revenue led to tariff reduction in 1883. A 
tariff commission took testimony in many different 
parts of the country in 1882, and a reduction of 
rates was expected. The rates enacted were, how- 
over, only slightly less than those of the Act of 1867. 
On Classes I and II the ad valorem part of the duty 
—11 per cent ad valorem on wools costing less than 
32 cents a pound and 10 per cent on wools costing 
more than 32 cents a pound—was removed.'® The 
point of separation between the value-classes was 
reduced from 32 cents to 30 cents, however, which 
partially nullified the reduction. The duty on the 
lower grades competitive with Texas and Territory 
wools was still high enough to keep out all exports, 
while the reduction on the higher grades amounted 

” Tariff Acts of the United States, 1789-1909, p. 337. 
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to little.17 Although there was a re-arrangement of 
the duties on manufactures of wool, the rates on 
some classes being less and some classes more, mak- 
ing it difficult to estimate the total effect, still it may 
fairly be said that the reduction of rates on manu- 
factures was merely nominal.'® Under the Act of 
1883 the imports of raw wool increased, but since 
the world price fell, the average value of the im- 
ports was less than under the former act. Imports 
of manufactures also increased, although the average 
duty amounted to 67 per cent of the value, which 
was even higher than the rates paid by imports 
under the previous act. Under this, as under the 
previous act, the competing wool coming into this 
country in the form of woolen manufactures was 
much greater than the imports in the form of raw 
wool. 

The changes in the tariff of 1890 were very 
slight,1® so that substantially the same rates were 


*~ Taussig, F. W., Tariff History of the United States, page 239. 
The carpet wool duty was reduced from 6 cents a pound to 5 
cents a pound on wool costing over 12 cents a pound, and from 3 
cents to 2% cents a pound on wool costing 12 cents or less per 
pound. This was “a small but nevertheless a real reduction.” 
Ibid., p. 205. 

* The compensating duty on woolen goods was reduced from 
50 cents to 35 cents per pound on the assumption that only 3% 
pounds of wool, instead of 4 pounds, was used in the manufacture 
of a pound of cloth. The protective duty was raised from 35 
per cent to 40 per cent on the better grades of woolens (those 
valued at more than 80 cents per pound), while on the poorer 
grades (those valued at less than 80 cents) the duty of 35 per cent 
was unchanged. Tariff Acts of the United States, 1789-1909, 
pp. 337-8. 

* Duty on Class I wool increased from 10 cents per pound to 
11 cents per pound; on Class II wool from 10 cents to 12 cents 
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in effect from 1867 to 1894. During this time the 
price of wool was low, with the exception of two 
brief periods. Prices of other agricultural products 
were sufficiently attractive to divert the attention 
of farmers away from sheep, but the natural advan- 
tages for wool growing in the Far West were so great 
that the increase in that section outweighed the de- 
crease in other parts of the country. The supplies 
of wool from the Southern Hemisphere, together 
with the more extensive use of cotton and shoddy, 
might have further depressed the price of wool to 
the American producers had it not been for the tariff, 
The duties on wool and woolens were so much higher 
than those before the war that the tariff exercised 
greater influence than it had ever done previously. 
The American wool growers benefited by sub- 
stantially the amount of the duty; yet other factors 
than the tariff were more influential in determining 
the course of events in the industry. 


per pound; on Class III wool, valued at more than 13 cents per 
pound, it was made 50 per cent ad valorem, and valued at 13 
cents or less per pound, 32 per cent ad valorem. The administra- 
tive provisions were made stricter. Carpet wool which had 
Merino or English wool mixed with it was to be classified as one 
of the latter varieties. Wool improved by rejection of any part 
of the fleece was subject to double duty, although this did not 
apply to “skirted” wool. The compensatory rates were re- 
adjusted so that on the cheap grades of woolen goods the ratio 
was three to one, that is, three pounds of wool were assumed to 
be necessary to make one pound of cloth; on the medium grades 
3% to 1, and on the better grades 4 to 1. The protective element 
also, in ‘the rates on manufactures, was increased. Tariff Acts of 
the United States, 1789-1909, pp. 487- 8, 504. 
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V. FROM FREE WOOL IN 1894 TO FREE WOOL IN 1913. 


The tariff issue came to the forefront in the cam- 
paign of 1892, and, with the election of President 
Cleveland, revision downward was regarded as a 
foregone conclusion. The new tariff act was passed 
in 1894, and wool was placed upon the free list for 
the first time since 1861.2? The compensatory 
duties on woolen goods were swept away, and in 
place of the old system of compound specific and ad 
valorem duties a schedule of purely ad valorem rates 
was instituted. The duty upon the classes of goods 
which were most largely imported was placed at 50 
per cent, which was the same as that of the Mc- 
Kinley act of 1890. The woolen manufacturing in- 
dustry, therefore, was not subjected to a drastic cut 
in its protection. 

The domestic wool growing industry suffered by 
reason of the tariff change, but the crisis in the 
industry was not caused entirely by the removal of 
the wool duty. There had been a decline in wool 
prices ever since the middle eighties, and the market 
had taken another downward turn not long before 
the era of free wool began. The enactment of the 
new law followed the panic of 1893, and was accom- 
panied by industrial depression to which several 
causes contributed. 

The number of sheep was reduced rapidly in all 
sections of the country except the northern Rocky 


* Tariff Acts of the United States, 1789-1909, pp. 504-5. 
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Mountain area (Idaho, Wyoming, and Montana). 
The decrease in numbers between 1893 and 1896 
amounted to about 10,000,000, and the fall in value 
was so great that many flocks were butchered for the 
pelts and tallow. The low prices led to such neglect 
of the sheep that many were carried off by disease. 
The situation should not be regarded as having been 
principally caused by the tariff; it was rather the 
culmination of a series of events which had been 
lessening the profit of sheep raising. The new situa- 
tion led to a readjustment in agricultural methods 
and in animal husbandry to correspond with 
changed conditions. 

The former high scale of duties on both wool and 
woolens was restored in 1897.7! It is very signifi- 
cant, however, that even after these rates were re- 
stored and after the world price of wool had risen 
considerably, because of a protracted drought in 
Australia, the number of sheep in all parts of the 
country except the Rocky Mountain states in- 
creased very little. In the eastern states the dairy 
industry had become firmly entrenched, while in 
certain regions of the West, such as southern Wis- 
consin, it had become of paramount importance. 
In the western states the acreage in corn and wheat 
continued to increase. On the Pacific Coast agri- 
culture and fruit raising continued to crowd out the 
sheep. The number in the northern Rocky Moun- 
tain states continued to grow until about 1902, when 


4 Tariff Acts of the United States, 1789-1909, pp. 578-81. 
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the maximum carrying capacity of the ranges in 
that part of the country was reached. 

The rates actually collected on imports of wool 
manufactures under the Tariff Act of 1897 averaged 
91 per cent ad valorem; and the imports of manu- 
factured goods fell to a very low point. The imports 
of raw wool increased, on the other hand; and the 
American wool grower for the first time in many 
years met with greater competition from this source 
than from foreign wool made up into goods. Aus- 
tralia continued to be the chief competitor, but the 
improvement in the grade of wool from Argentina 
and the greater demand for coarse wool, made it 
possible for the first time since the Act of 1867 to 
import large quantities from South America. 

The tendencies in wool manufacture which had 
been made manifest in the preceding period con- 
tinued during these years. The worsted manufac- 
ture gained in importance, until in 1905 it con- 
sumed a greater amount of wool than any other 
branch of the industry. Probably the greatest con- 
tributing factor was the increasing preference for 
lighter fabrics. The use of cotton also continued to 
grow, especially in hosiery and knit goods manufac- 
ture. The price of cotton was even lower, relatively, 
than the price of wool during the decade of 1890 to 
1900, and this encouraged substitution. The per 
capita consumption of wool was less in 1900 than it 
was in 1860. 

In 1909 came another revision of the tariff, which 
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was expected to lower the rates but which ended by 
leaving them at practically the same level as be- 
fore.2? The position of the sheep industry was 
about the same at that time as it had been in 1890. 
At the passage of this new act there were 42,000,000 
sheep in the country, which was 1,000,000 less than 
in 1891, while the wool clip amounted to 311,000,000 
pounds, or 4,000,000 pounds greater. The Rocky 
Mountain states had remained in the position of 
leadership which they had attained at the passage 
of the Act of 1897, but the tendency toward the re- 
duction of available range land had become clearly 
apparent. The wool growing and wool manufactur- 
ing industries came up to the second free wool 
period since the Civil War, inaugurated in 1913, 
without having undergone any notable development 
since the passage of the Act of 1897. 


VI. CONCLUSIONS 


The consensus of opinion among economic his- 
torians is that the tariff was not the predominant in- 
fluence in shaping the course of events in the wool 
growing industry during the years covered by this 
chapter. After the Civil War the wool duty was of 
more assistance to the growers than before, yet 
even then it seems to have been overshadowed by 
other forces operating in the industry. The ruling 
factors were: the competition of other kinds of farm 
enterprise, which limited the increase of farm sheep 

"2 Tariff Acts of the United States, 1789-1909, pp. 741-44. 


120 THE TARIFF ON WOOL 


husbandry over most of the country; the opening of 
the western ranges, which caused the industry to 
expand in the Far West; the great growth in imports 
of wool from Australia and Argentina, which made 
it necessary for even the western sheep owners to 
turn to mutton and lamb to sustain their profits; 
and finally, the increased use of cotton and shoddy 
by manufacturers, which tended to keep down the 
price of wool and limit production. 

During the time when these developments were 
taking place a duty. was almost continuously main- 
tained in the United States. It is impossible to say 
just how much the tariff contributed to the prosper- 
ity of the industry. It is probable, however, that 
the decline in output, which took place in the later 
years of the period under consideration, would have 
been somewhat accelerated in the absence of a duty. 


CHAPTER V 


WOOL UNDER THE TARIFF ACTS OF 1913 
AND 1921 


On October 3, 1913, the duty on wool was 
abolished, the removal to become effective on De- 
cember 1. The change was not unexpected, as the 
tariff question had been agitated for several years, 
and in 1911 a bill had been introduced into the 
House of Representatives which placed wool on the 
free list. When the election was won by the Demo- 
crats in 1912, active discussion of the subject was 
renewed. The Tariff Board, in 1910-11, secured 
figures for cost of production of wool in both the 
Ohio Region and the Territory Region.t The cost 
data, taken in conjunction with other valuable in- 
formation regarding wool growing during the ensu- 
ing period throw some light upon the effect of the 
tariff change. 


I. THE TRANSITION TO FREE WOOL, 1913-1914 


The period under free wool in 1913-14 was too 
short to afford any opportunity to draw conclusions 


*The Ohio Region includes southwestern Pennsylvania, nor- 
thern West Virginia, and southern Michigan as well as the State 
of Ohio. The Territory Region includes the Rocky Mountain 
and the Inter-Mountain States, 
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about the probable results of a permanent free wool 
policy. The wool-growing industry of the United 
States was not, however, greatly damaged by free 


Prices of Fine WasHeD Oun10 FLEECE Woot IN THE EASTERN 
MarKETS AND OF CoLoNtaL Port Puitirie Goop GREASY 
AVERAGE Woot IN THE LonDON Market, 1890-1914 
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wool at that time. The only other trial of free trade 
in the commodity was in 1894-97, and at that time 
the general economic situation was very much dis- 
turbed and the real effect of the policy was much in 
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doubt. Though economic conditions were more 
stable in 1913, the war, which followed so soon, ob- 
scured the long-run influence of a free wool policy. 
This much can be said, however, that free wool 
did not accelerate the tendency toward a smaller 
wool output which had existed for several years 
prior to 1913, nor did it lower the price of wool 
substantially, except, perhaps, on one or two grades.” 
Wool production in this country had been increas- 
ing for several years prior to 1909, while from that 
time until 1917 it decreased. In 1917 production 
was about the same as it had been in 1903—281,- 
892,000 pounds in the later as against 287,450,000 
pounds in the earlier year. The following table 
gives the wool output of the United States for a 
number of years preceding and following 1913. 


Woot Propuction IN THE Unitep States, 1903 To 1922 INcuusivE. 


Year Pounds Year Pounds 
OOS euetetrercrcwter. ANE EUOUD |S A geno naeane 296,175,300 
ODD er cleirtie is eels s MICE UCI | Te en nceonen occ 290,192,000 
OOS Pre teresa vr scre PGA OUO) IME, caoucecanued 285,726,000 
1 QOG Rares esi stevsieke 298 O15 O00 MI LOIG Ree ani eet ee 288,490,000 
LOO Fiera Soret leweons oh 293295 000 mi | LOL fae mreciets sixesiee 281,892,000 
NGOS deecte's wove joe's 'oScaee Bld Ves OOOM TGS eiereretieieve cere 298,870,000 
OOO Me rctete etelotens ects 828,110,749) ||1919 ainccsrars crete 2 ere 298,258,000 
MOO ecowets ate teyesarerste’ 3 SPA OAD MEAD oconncaoooses 277,905,000 
AQUA ee eircine ssc 1S, 5 47, 900m | OZ Ue ere terete ares 271,562,000 
LOND eecterstas ice cet BOLO43 A008 O22 eerie eee 264,560,000 


2 During the time when the coming of free wool was being dis- 
counted and immediately thereafter, the price of Ohio fine wool 
declined by an amount approximately equal to the duty removed. 
See Chart on p. 122 for a comparison of prices of Ohio fine and 
Port Phillip average, 1890-1914. 
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Even if the entire decrease between 1909 and 
1917 be considered due to tariff agitation, fear of 
free wool and its actual consummation, the effect 
was only 14.08 per cent decrease in the output of 
the United States. The entire decrease of this 
period can not, however, be ascribed to such a cause, 
for the wool duty which had been in effect ever since 
1867 was re-enacted in 1909. There was no possi- 
bility of change for at least two years after 1909, 
even though the Tariff Board conducted its investi- 
gation in 1910. The principal reasons for the 
decline were the downward tendency of wool prices 
during 1909-18, and the increasing cost of produc- 
tion after the price had begun to rise again in 
1913-17. The multiplication of the problems and 
difficulties of the growers in the range states no 
doubt also had much to do with the decrease in 
output.* Aside from these factors there were few 
disturbing elements. In fact, the years 1909 to 
1914 were comparatively devoid of unsettling occur- 
rences. Imports remained at about their usual 
level, except immediately preceding the removal of 
the duty, when they decreased, to rise again after 
free wool became a fact. 

A study of the costs gathered by the Tariff Board 
in 1910 shows the marked disparity between costs 
of different producers, and brings out the fact that 
some individuals or companies were producing at a 
cost greater than the market price. The chart on 

*See Chapter I. 
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p. 127 gives a graphic representation of the costs 
of production of Territory wool, as secured by the 
Tariff Board. The costs of 21,000,000 pounds of 
wool were obtained in the Far West. It will be ob- 
served that about 2,100,000 pounds of this were 
produced at a net credit; that is, according to the 
Tariff Board method of figuring cost, the receipts 
from “sources other than wool” (mostly mutton and 
lamb) more than offset the total expenses, so that 
there was no charge against the wool. The cost 
curve ascends steeply at first, then moves up 
gradually throughout most of its course, and rises 
sharply at the upper end, showing that about 
1,500,000 pounds, or 7 per cent of the total, were 
produced at a cost greater than the average price 
for Territory wool at that time, 20 cents a pound. 
If the “bulk line” * were drawn at a point covering 
93 per cent of the output the bulk line producer 
would be found producing at a cost equal to the 
average market price. 

Between 1910, the year of the cost investigation, 
and 1917, the wool output of the Territory Region 
declined 8 per cent,—from 182,723,750 to 168,- 
008,000 pounds. This did not occur, however, 
through the elimination of all growers who were 
producing at a cost greater than the price, a fact 


*TIn a discussion of cost of production the term “bulk line” is 
used to indicate a line drawn at such a point that it will cover 
the major part of production and will presumably include all 
efficient producers. It may be assumed in this case that the costs 
obtained were representative of the western wool-growing industry 
as a whole. 


126 THE TARIFF ON WOOL 


which is borne out by the graphs of costs in 1918 
and 1919, based upon the investigation of the U. S. 
Tariff Commission.2 The explanation of this 
phenomenon lies in the following facts: the “supra- 
marginal” producers are partly those who have an 
occasional bad year which swells their costs, and 
partly the ones whose costs are nominally very high 
but who are nevertheless making interest on their 
investment and a fair wage of management. Under 
such circumstances they will not withdraw from the 
business. Moreover, the increasing amount of sheep 
raising on irrigated farms in the Far West has 
tended to give the industry a permanent place be- 
cause of utilization of by-products and contribution 
to soil fertility. At any rate, most of the wool- 
growers were securing returns from the joint pro- 
duction of wool and mutton great enough to induce 
them to stay in the business. 

When we turn to the chart on p. 129, which shows 
the costs in the Ohio region, we find the shape of 
the curve to be similar. The average cost is much 
greater, however, and the curve of costs rises more 
steeply at the upper end. The report of the Tariff 
Board stated that wool was grown at a higher cost 
in this region than anywhere else in the world, the 
chief reason being that comparatively little depen- 
dence was placed upon lamb production. The 
Delaine sheep, the most popular breed in that sec- 
tion, grows a fine fleece, but the lambs are inferior 

*See Chapter VIII. 


04 


0. 
ONNOd HFeq SL 


NII 


(@aTyeyNUIND) 


OFIMOOHed SON 10 SNOITTIN 
5 o/ 2 ol e 


OT6I NI TOO\, ANOLINNAT, dO NOILondoug do LSOr) 


ONN0d YF FLNID 


1O7, 


128 THE TARIFF ON WOOL 


to those of the mutton breeds. Moreover, under the 
system of sheep raising popular in Ohio, wethers 
were often kept for wool production instead of be- 
ing sold as lambs.® <A larger proportion of the wool 
of the Ohio region than of the Territory region was 
grown by producers whose costs were greater than 
the market price. During the period under con- 
sideration, we find, as might have been expected, 
that the output fell off more in the Ohio than in the 
Territory region. The clip of Ohio was 16,900,000 
pounds in 1910 and 13,923,000 pounds in 1917, a 
decrease of 17.6 per cent. Examination of the 
graph (p. 129) shows that 17.6 per cent of the wool 
of this section was produced in 1910 at a cost greater 
than the average price of 30 cents a pound. The 
reduction in output, as in the case of Territory wool, 
was not brought about entirely by the elimination 
of supra-marginal producers but by some re-adjust- 
ment of production on the part of many producers. 

The reduction in the output of wool in the whole 
country between 1910, when the agitation for a 
tariff change began to be evident, and 1917, when 
the lowest production figure of this period was 
reached, was 12 per cent—from 321,362,750 pounds 
to 281,892,000 pounds. Because of the political 
situation between 1909 and 1912, however, it is 
doubtful if free wool began to be discounted before 

*The method of conducting the industry in Ohio has changed 
considerably since that time, especially through the reduction in 


the number of wethers kept, so that the wool duty now means 
less to the Ohio growers than in 1913. 
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1912. The decrease in the clip between 1912 and 
1917 was 7 per cent—from 304,043,400 pounds to 
281,892,000 pounds. The coming of free wool did 
not, therefore, have a strikingly adverse effect on 
the production of wool in this country in these years 
of tariff discussion and revision. Yet we cannot 
tell how much more the margin of production in the 
industry would have changed in the years follow- 
ing, had not the war intervened. 


II. THE WAR PERIOD AND ENSUING YEARS, 1914-1921 


The experience with free wool under normal con- 
ditions was not to be long continued. The tariff his- 
tory was interrupted and the record of wool grow- 
ing in all countries became inextricably interwoven 
with military exigencies. The following account of 
the war period is given in considerable detail be- 
cause the tariff legislation of 1921 and 1922 was 
the outgrowth of war conditions. 

The events in wool tariff history which followed 
the war were likewise intimately connected with the 
surplus of wool which had accumulated under gov- 
ernment control. To help us get the proper perspec- 
tive as to the situation at the time of the signing of 
the Armistice it will be well to survey briefly the 
measures of control which were adopted by England 
and America. Control of wool by these two coun- 
tries means practically world control of wool suit- 
able for making clothing. Argentina and Uruguay 
are the only important sources of crossbred or 
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Merino wool outside the British Empire and the 
United States. A large measure of control of the 
South American market was exercised by England 
and the United States because of the importance of 
the markets they afforded to the South American 
growers. 

The removal of the Central Empires as a market 
for Australasian wool, the occupation of the French 
and Belgian textile districts by the German army, 
and the readjustment to war conditions in the 
British and American wool manufacturing indus- 
tries, kept the price down sufficiently during the first 
year. Strenuous measures on the part of the Gov- 
ernment did not at first seem necessary. Complete 
control of the wool situation by the British Gov- 
ernment did not come until the autumn of 1916. 

Government control of wool in England as well 
as later in the Unted States was made imperative 
by the essential nature of the commodity which led 
to a great increase in the price. During 1916 the 
stimulation of English and American wool manu- 
facture, due to the war demands and the opening of 
new export markets, had a marked effect; and as the 
supplies of Australasia and Argentina were short, 
due to drought and other causes, the price began to 
soar. The price of Port Phillip Average wool (‘‘in 
the grease,” or raw state) in London increased only 
from 27 cents to about 30 cents between January, 
1914, and January, 1916, but by the end of 1916 it 
had reached 48 cents. In May, 1916, the British 
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Government arranged to take over the whole clip 
of the United Kingdom at prices 35 per cent above 
those of June and July, 1914. The 1917 clip was 
taken at an advance of 50 per cent and the 1918 clip 
at 60 per cent over the 1914 price. On November 
23, 1916, the government purchased all available 
supplies of Australasian wool except what was 
needed for colonial manufacture. The price paid 
was 55 per cent higher than the 1913-14 average and 
10 per cent below that then ruling in the market, 
or about 31 cents per pound in the grease. The 
entire 1917 and 1918 clips were also taken over by 
the British Government. The British Government 
also purchased some wool in South Africa, though 
not the whole clip. That market was left open to 
the United States and Japan during the war and the 
latter country was an especially heavy purchaser. 
Small amounts of wool were imported into England 
from other sources, but it all came under the control 
of the Government. 

Wool prices reached a much higher level in the 
United States than in England. For some months 
after the beginning of the war in Europe the wool 
manufacturing industry of the United States was in 
a stagnant condition, but when the orders for mili- 
tary fabrics began to come from the foreign govern- 
ments a boom period began. During the years 
which followed, there was an unprecedented con- 
sumption of wool by American mills, and all records 
for high wool prices were broken. Imports increased 
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rapidly, and reached a record of over 500,000,000 
pounds in the fiscal year 1915-16. Domestic con- 
sumption for that year was over 800,000,000 pounds, 
but the domestic production remained at the usual 
level of somewhat less than 300,000,000 pounds. 
American buyers purchased about 6 per cent of the 
Australasian clip in normal years before 1914, while 
in 1914-15 they purchased 15 per cent, and in 1915- 
16, 31 per cent. The British wool control, therefore, 
removed an important source of American wool im- 
ports. Some wool was released by the British Gov- 
ernment for use in this country, under strict regula- 
tions as to the disposal of the finished product, to 
prevent aid to the enemy; but the supply was so 
limited that prices in this country were steadily 
climbing throughout 1917 and the spring of 1918. 
Territory Fine Medium Scoured reached $1.85 a 
pound in April, 1918, and the price of other grades 
was proportionately high. 

The wool dealers of Boston offered their stocks to 
the Government at current prices soon after the 
entry of this country into the war, but the Govern- 
ment did not avail itself of the offer. The War 
Trade Board was empowered to permit the importa- 
tion of wool upon license only, and the Government 
was given the option of purchasing the imported 
wool at the price prevailing on July 30, 1917. It did 
not exercise its option until the Spring of 1918. 
Argentina and Uruguay were at that time the only 
important free markets where American purchasers 
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could secure wool suitable for manufacturing cloth- 
ing, and our purchases were steadily forcing up the 
prices. The exercise of the Government option 
checked this trend. In May, 1918, the Government 
commandeered the domestic clip, fixing as the pur- 
chase price of the several grades the market quota- 
tions for July 30, 1917, which were nearly, though 
not quite, the highest prices reached during the war 
period. The purchased wool was issued by the War 
Department to manufacturers engaged on Govern- 
ment contracts at a price slightly in advance of the 
purchase price, to pay the cost of handling. 

Action by the United States government after 
the war postponed, although it did not finally avert, 
a crisis for the wool-growers. The level of wool 
prices was higher in the United States than in Eng- 
land, as we have seen, because the United States 
Government had assumed control at a much later 
date. An immediate break in the American price 
would have involved great losses for the owners of 
stocks of wool or woolen goods. On the other hand, 
it was the desire of the officials to relinquish con- 
trol as soon as possible. The United States Govern- 
ment instituted a series of auctions to dispose of its 
holdings. A minimum price was fixed which corre- 
sponded closely with the price at which the British 
Government was issuing similar grades. The better 
wools sold rapidly, the medium slowly, while the 
lower grades were a drug on the market for a long 
time. 
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The British Government was at the same time 
disposing of its stocks through the British-Aus- 
tralian Wool Realization Association, which did not 
entirely liquidate its business until 1924. Every 
effort was made to co-ordinate the actions of the 
British and American governments and to “sta- 
bilize” the market. Buyers from the United States 
were not admitted to the London sales for some time, 
and the United States suspended its auctions during 
the summer months when the domestic clip was be- 
ing marketed. 

It 1s somewhat remarkable, in the face of all the 
uncertainty and with a great surplus of wool, that 
the price level remained high as long as it did. 
Wool-growers of the United States feared that the 
domestic market would be flooded with foreign wool. 
The amount of wool in the world at the end of the 
war was a matter of much dispute. Subsequent 
events have confirmed the belief that there was about 
a whole year’s supply on hand in November, 1918. 
A large part of this was, however, in Australia, and 
its availability was lessened by a shortage of ship- 
ping. It was not known to what extent the former 
enemy countries could buy wool if they were allowed 
to do so. As the event turned out, their purchases 
were very small. 

The woolen and worsted manufacturing ma- 
chinery of the United States was kept fully occupied 
during 1919, the demand for fine goods being espe- 
cially strong. The wool clip of the country 
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amounted to approximately 300,000,000 pounds, 
which was larger than it had been since 1913. The 
imports were greater than in any year except the 
unprecedented year of 1915-16, and the total con- 
sumption of the mills was nearly as much as in any 
of the war years. 

The crash did not come until the spring of 1920. 
The reduction of demand for wool manufactures, 
known as the “Consumers’ Strike,’ which became 
pronounced in the latter part of 1919, brought about 
cancellations of orders; and both the British and 
American mills were affected. The representatives 
of eastern wool firms suddenly stopped buying in 
May, 1920, and for several months wool was almost 
unsaleable. A large part of the 1920 clip was con- 
signed to dealers. The price of sheep declined 50 
per cent, and the flock owners had great difficulty in 
procuring renewals of loans secured on flocks. 
Failures were many, and the flocks were sent to 
slaughter in large numbers. The sheep industry 
entered 1921 in a more depressed state than for 
many years. 

It is evident that war conditions, with the accom- 
panying government control, led to the accumula- 
tion of a surplus which endangered the position of 
producers and owners of stocks of wool and wool 
goods. The continued exercise of influence over the 
market by the American and British governments 
after the war delayed the evil day for the wool pro- 
ducers and dealers but could not postpone it in- 
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definitely. The inevitable fall in prices created an 
emergency situation which led to tariff legislation. 


III. THE EMERGENCY TARIFF OF 1921 


Few experiences with the tariff have been more 
inconclusive than that under the “Emergency Act” 
which was in force from May 27, 1921, until Sep- 
tember 21, 1922, when the Fordney-McCumber Act 
was passed. The law restored or raised the duty on 
a number of agricultural commodities. An insistent 
demand for relief came from the farmers and stock 
raisers, who were suffering from the precipitous de- 
cline in the price of their products which began in 
May, 1920. This fall was almost simultaneous in 
the United States, England, France, and Canada.? 
The index number of prices of all commodities fell 
at the same time, and industry suffered severely 
from depression. Before the break came, the index 
number of prices of farm products was higher than 
that of all commodities,* but fell to a lower level 
than the latter by July, 1921.9 The price of wool 
sustained a greater drop than that of any other 
important commodity except cotton and corn.?° 

‘Letter from the U. 8S. Tariff Commission, Operation of Rates 
in the Emergency Tariff Act, Umted States Senate Document, 
No. 224, 67th Congress, 2nd Session, 1922. 

®Tbid., p. 3. Index number of prices for “All Commodities” in 
May, 1920, was 247; for “Farm Products,” 314 (Base, 1913). 

®Tbid. Index number for All Commodities in July, 1921, was 
141; for Farm Products, 122 (Base, 1913). 
#Tbid. Index number for Wool (Ohio %4—% Blood, Scoured) 


in March, 1920, was 263. In August, September, and October, 
1921, it was 100 (Base, 1913). 


138 THE TARIFF ON WOOL 


The demand of the wool-growers for assistance 
was, therefore, especially urgent. In response to it, 
a duty was enacted which, because of an adminis- 
trative provision, became practically prohibitive. 
The rate was 15 cents per pound unwashed, 30 cents 
washed, and 45 cents scoured, with a compensatory 
duty of 45 cents per pound on manufactures of wool. 
The feature of the law which almost excluded im- 
ports was the stipulation that wool improved by the 
rejection of any part of the original fleece was to pay 
double duty. Since nearly all imported wool is 
“skirted,” 14 a duty of 30 cents per grease pound was, 
in effect, levied. This resulted in keeping most of 
the shipments to this country in bonded storage in 
the expectation of a lower permanent rate. Only 
such lots were withdrawn as were especially in de- 
mand on account of quality. 

A large surplus existed in the home market during 
most of 1921, for over 200,000,000 pounds of wool 
had been imported between January 1, and May 28, 
1921, in anticipation of the passage of the Emer- 
gency tariff, and a considerable proportion of the 
1920 domestic clip was still unsold when the 1921 
clip was shorn. Moreover, the United States Gov- 
ernment had not entirely disposed of its after-war 
surplus.17» The American wool textile mills con- 
sumed much less than their normal pre-war amounts 


“Skirting is the process of removing the poorer quality wool 
around the edges of the fleece. 
* The last of it was not sold until March 2, 1922. 
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of wool from the middle of 1920 until the spring of 
1921, and stocks in the hands of dealers and manu- 
facturers were large. Altogether, the situation was 
very bad for the domestic wool-growers. 

The Boston price of Territory Fine Staple was 
only about one cent in excess of the price of com- 
parable Australian wool in London, on January 15, 
1921.13 Before the Emergency Tariff Act was 
passed on May 27, the excess of the American over 
the foreign price increased, but this diminished to- 
ward the end of 1921. Upon the revival of manu- 
facturing early in 1922, wool prices became stronger, 
and soon after the passage of the Tariff Act of 1922 
the difference between London and Boston prices 
amounted to about the duty plus freight charges. 
The table on page 140 gives representative quota- 
tions on comparable grades in Boston and London 
during 1921 and 1922. 

The wool markets both at home and abroad were 
so disorganized during the Emergency Tariff period 
that rt 1s difficult to trace direct effects of the law. 
It is reasonable to suppose, however, that the prac- 
tical embargo on imports which resulted from the 
double-duty provision enabled the American wool- 
growers to dispose of their surplus more quickly 
than they otherwise could have done,‘ and that 


* Territory Fine Staple was $.8250 per scoured pound (Commer- 
cial Bulletin): 64/67’s Medium Fleeces (Australian) were quoted 
at $.8169 per scoured pound (Wool Record & Textile World) 
converted at current rate of exchange. The difference between 
Boston and London prices was about 44 of a cent per pound. 

4 National Association of Wool Manufacturers, Annual Wool 
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PRICES OF AMERICAN AND ENGLISH WOOLS* 


Boston London Spread 
(Difference 
Date (14 Blood | (58/60’s and Between 


60/64’s Good] Prices of 


thesia Medium American 
Near Fleeces) and English 

Wool) 

1914 
iuliystaeae see acer as $0.5900 $0.5980 $0.0080 

1921 
ETN ek Oavstte exerts aie .7000 6065 0935 
Abie Pete ahora noe 7700 6060 1640 
IMEC Woooodeas de .7700 A884 2816 
Jill Ae oehccoe .7250 4493 2757 
IMER MORE onmecic oe .7750 4990 .2760 
Juness |S eas rete .7100 4907 2193 
JulyeQSeronoueccoue .7000 4169 2831 
Septse lb cencwesae cs .7000 5163 1837 
Octal Daa oer cre. .7000 5924 1076 
OCRE29 epee eters .7000 6392 0608 
INionm Patino pone aaden 7250 5575 1675 
DGerSancaude<osce 7650 5720 1930 

1922 
Jalineml etre rei mrcse 8250 6878 1372 
Reb eee sone eee 1.0000 6980 3020 
Wrarclay Otome cites 1.0000 7082 2918 
I LSHRA Oy SUS ac ace 9750 7148 .2602 
Misi Sidiere ata eters 1.0250 .7880 .2370 
Mayes ee oreo erate 1.0750 7972 2778 
UUMINe VOM antennae 1.1500 like SEAT 
NT Oe Sai rece arc: 1.1250 7790 3460 
Afiy, Wikrrska some cane 1.1250 7892 3358 
PAO fan PAPE EN Bete CRC 1.1250 7875 3375 
DED teva aortas femic 1.1250 8261 .2989 
Dept Logan iver 1.1250 8568 2682 
Octwelane aa wetie 1.1750 8956 2794 
Ct Do tertcn tae eater 1.2150 9535 2615 
ING EPA een oot 1.2750 9173 2077 
ADISO UG Matra nA oehoe 1.2750 9375 2015 


* American wool prices from Commercial Bulletin—Boston mar- 
ket—at dates as near as possible to those given for the English 
prices. English prices from the Wool Record and Textile World 
—values at Colonial wool sales in London—converted at current 
rates of exchange. 
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the duty helped to create the excess of domestic 
over foreign wool prices which existed during part 
of the time. Also, without doubt, the Emergency 
Tariff had a favorable psychological effect upon the 
sheep industry. The slaughter of sheep and lambs 
under Federal inspection fell to 9,345,000 in 1917, 
rose to 10,320,000 in 1918, and to 12,691,000 in 1919. 
In the latter year the severe drought in the West 
prevented carrying the usual number through the 
winter. In 1920, partly because of the abnormal 
slaughter of 1919, the number fell to 10,982,000, but 
after the depression of 1920 it increased again to 
13,005,000, in 1921. The Emergency Tariff, or the 
expectation of passage of the new law—perhaps 
both—helped to check slaughter in 1922, which was 
10,929,000 head.1® 


IV. SUMMARY 


The immediate decrease in the wool clip of the 
United States, after removal of the duty in 19138, 
was not large. War conditions intervened to pre- 
vent a full trial of free wool, however, and the his- 
tory of the industry for the next few years is one of 
government control in the interest of the military 
establishments of the various countries. A surplus 
Review, 1922, p. 150, shows domestic wool stocks and consump- 
tion for 1918-22. Consumption of domestic wool was greater 
than consumption of foreign wools from the middle of 1921 to 


the middle of 1922. The reverse was true for almost all of the 
rest of the period. 

*U. S. Department of Agriculture, Statistical Bulletin No. 3, 
Sheep, Lamb, Mutton and Wool Statistics, Washington, D. C,, 
May 9, 1924, p. 14. 
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of wool was gradually accumulating, which 
amounted at the end of the war to practically a 
year’s supply. The British and American govern- 
ments co-operated in the effort to dispose of their 
stocks without a precipitate decline in price, and 
were successful, because of favorable business con- 
ditions, for more than a year. The bottom fell out 
of the market in 1920, however, and for many 
months there was severe depression in the wool- 
growing industry. Upon the revival of activity in 
wool manufacturing in 1921 the price of the raw 
material rose; and the flocks, which had been much 
reduced in 1920 and 1921, were slightly enlarged. 
The Emergency Tariff amounted practically to an 
embargo on wool imports and probably helped the 
domestic growers to dispose of their surplus, 
although the economic situation was so confused 
during that period that it is difficult to draw definite 
conclusions, 


CHAPTER VI 
WOOL AND THE TARIFF ACT OF 1922 


The wool schedule of the Tariff Act of 1922 is 
the result of compromise between conflicting forces, 
rather than the product of scientific investigation. 
In the form which “Schedule K” ! assumed under a 
number of previous acts it was praised by some as 
the most admirable of all American official docu- 
ments, with the one exception of the Constitution, 
and condemned by others as iniquitous favoritism to 
special interests. The burden and incidence of the 
wool duty are not easy to determine, and the real 
nature of the compensatory system of duties on 
goods manufactured out of wool is obscure and diffi- 
cult of comprehension. 

In the last chapter we have considered the occur- 
rences in wool tariff history between the enactment 
of free wool in 1913 and the passage of the Tariff 
Act of 1922. The present chapter will continue the 
narrative with an account of happenings under this 
latest tariff law; but first it will be necessary to de- 
scribe the method of levying the duty which vitally 
affects its amount, and also to explain the nature 

1Under the Tariff Act of 1922 the wool schedule is known as 


“Schedule 11.” 
143 
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and effect of other changes in the structure of the 
schedule. The desirability of a carpet wool duty 
will be considered; but a decision as to the advis- 
ability of maintaining a duty on the principal 
classes of competing wool will be postponed for later 
chapters. 


I. AMOUNT AND FORM OF THE DUTY OF 1922 


A tariff bill was introduced into the House of 
Representatives on June 29, 1921. Congress 
struggled with the bill for 18 months. The con- 
fused economic situation, both at home and abroad, 
enhanced the difficulty of making decisions upon the 
rates. Another great obstacle in the way of the 
legislators was the clash of interests between the 
agricultural and manufacturing “blocs.” 

The rate on wool as passed by the House was 25 
cents per scoured pound, with the provision that the 
maximum ad valorem rate collected should be 35 per 
cent. After the bill had been reported to the 
Senate an amendment was presented which pro- 
vided for the assessment of the duty by a “step-rate” 
plan, under which the rate would have depended in 
each case upon the shrinkage of the wool. This 
would have been very cumbrous in operation and 
was discarded after debate. A flat rate of 33 cents 
per scoured pound was substituted before the bill 
was sent to conference. The rate adopted in con- 
ference and enacted into law on September 21, 1922, 
was 31 cents per scoured pound—that is, per pound 
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of clean fiber contained in the wool. There was no 
“maximum ad valorem” as in the House bill. 

Most of the wool imported is in the raw state, or 
“in the grease,” as it is called; but the amount of 
clean wool in each lot can be closely estimated. The 
duty under the Act of 1909, as under most of the 
tariff acts since the Civil War, was 11 cents per 
pound in the grease, 22 cents on washed wool, and 33 
cents on wool imported in the scoured state.” 
Though this might appear upon superficial consid- 
eration to be higher than the present duty, further 
examination shows that such a conclusion is er- 
roneous. 

The duty on wool under the tariff law of 1922 is 
higher than in any previous act except the “Emer- 
gency Act” of 1921. The effective protection to the 
growers of the old rate of 11 cents per grease pound, 
was only about 7 cents per pound. The way this 
came about was as follows: the imported wools were 
“skirted”—that is, the poorer parts around the edges 
of the fleece were taken off—and were especially 
selected for their light shrinkage. The clean yield 
of such wools was 60 per cent, on the average—that 


?These were the rates on Class I wool, the kind which com- 
prised most of the imports. It should be noted that there is a 
difference between the duty on scoured wool and the duty on 
the scoured content of “grease” wool. Some imported wool 
shrinks in scouring as much as 66% per cent. On such wool, im- 
ported in the grease, the equivalent duty on a scoured pound (at 
15 cents on the “grease” pound) would be 45 cents, equal to the 
duty imposed by the Emergency Act on wool imported in the 
scoured state. Much of the imported wool, however, does not 
shrink over 40 per cent and on such wool a duty of 15 cents per 
grease pound would be 25 cents a pound on the scoured content. 
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is, it took one and two thirds pounds of the im- 
ported grease wool to make one pound of clean wool. 
The average clean yield of domestic wool on the 
other hand, was only about 40 per cent—that is, it 
took two and one half pounds of grease wool to make 
one pound of clean wool. Therefore, the domestic 
wool would make only two-thirds as much clean, or 
scoured, wool as the competing imported product. 
It followed, necessarily, that the duty could raise the 
price of domestic wool over the price of foreign wool 
(comparable in all other respects except the yield) 
by only two thirds of the nominal rate. 

The former rate was equal to about 18 cents per 
scoured pound on the wools actually imported as 
against 31 cents, the present rate. Wools imported 
under the Tariff Act of 1922 yield, on the average, 
about 55 per cent of clean content. The rate of 31 
cents per scoured pound is, therefore, equal to 17 
cents nominal protection on the grease pound as 
against 11 cents nominal (and seven cents actual) 
protection under the Act of 1909. The fact that the 
duty is now levied upon the scoured basis tends to 
make this nominal protection coincide with the real 
protection enjoyed. The fact that the difference in 
price between domestic and foreign wools has not 
been equal to the duty part of the time since 1922 is 
not due to the form in which the duty is levied. 

The price of wool is higher than before the war, 
and this raises the question whether the present 
ad valorem equivalent is any greater than that of 
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the former tariff act. The statement can be made 
at this point in the discussion that it is higher, on 
the whole. In order to understand the present situ- 
ation it will be necessary to describe the operation 
of the act somewhat more fully. Consequently this 
phase of the question is here passed over. (See 
table on page 153.) 

The carpet wool rate is increased over that in the 
Act of 1909.2 It is 12 cents per pound “in the 
grease,” 18 cents per pound if washed, and 24 cents 
per pound if scoured. The grease pound and washed 
rates are the ones chiefly effective, as most of such 
wools are imported in the original or washed state. 
They are of very unequal shrinkage and value, and 
a scoured content duty would be more difficult to 
administer than it is in the case of crossbred and 
Merino wools. Carpet wools are much further from 
standardization than Australian or domestic wools. 
If any duty is to be levied, therefore, the present 
form of duty is the best for administrative purposes. 

All carpet wool should be admitted free because it 
is almost altogether non-competitive with domestic 
wool. The problem of the carpet wool tariff is of 
comparatively little importance in this study, and 
therefore it may be disposed of at this point. So far 
as wool of this class is actually used for making 
carpets, it is now free from duty. The tariff act 


*The Payne-Aldrich rates on Class III wools were: four cents 
per pound on wool the value of which was 12 cents per pound 
or less; seven cents per pound on wool the value of which was 
over 12 cents per pound. 
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provides: “That such wools may be imported under 
bond in an amount to be fixed by the Secretary of 
the Treasury and under such regulations as he shall 
prescribe; and if within three years from the date 
of importation or withdrawal from bonded ware- 
house satisfactory proof is furnished that the wools 
have been used in the manufacture of rugs, car- 
pets, or any other floor coverings, the duties shall 
be remitted or refunded.” To the extent that it 
is competitive, the wool manufacturing industry 
should be allowed to substitute it for domestic (or 
other foreign) wool. This would have the effect 
of offsetting slightly the discrimination which ex- 
ists against dutiable low-grade wool. Free admis- 
sion would also simplify administrative procedure,— 
a consideration of some importance. 


II. CHANGES IN THE STRUCTURE OF THE SCHEDULE 


The present method of levying the duty does 
away with certain inequities which resulted from 
the old method of levying the duty on the “grease 
pound.” The duty on wool is accompanied by com- 
pensatory duties, in addition to those intended as 
protective, on “tops” (the intermediate product in 
the process of making clean wool into yarn), and 
on yarn, woolen and worsted goods, and clothing. 

The compensatory rates of former acts gave some 
“concealed” protection to manufacturers. This con- 
cealed protection arose from the fact that the com- 
pensatory rates were fixed on a false assumption. 
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They presupposed that it took four pounds of raw 
wool to make one pound of cloth, while as a matter 
of fact, it took much less than four pounds of the 
kind of wool commonly imported. As the duty on 
raw wool was 11 cents per pound, the compensatory 
duty on cloth was 44 cents per pound.* Since the 
present law levies the duty according to the scoured 
content, the compensatory duties are framed on the 
assumption that about one and one-half pounds of 
scoured wool goes into a pound of cloth of the better 
quality. The results of an investigation made by 
the Tariff Board were used in determining the 
amount of clean wool used in making a pound of 
cloth of each of the different grades, so that there 
is probably little if any concealed protection in the 
duties of the present act. 

The old form of duty—that on the “grease 
pound”—discriminated against the carded wool 
manufacture. That branch of the industry uses 
proportionately more of the “heavy-shrinking” 
wool—that is, wool which has a comparatively small 
content of clean fiber; and a specific duty levied 
on the “grease pound” obviously bears more heavily 
on such wools. It may be said, however, that the 
worsted industry has grown to much larger propor- 
tions in this country than the carded woolen in- 


*The Act of 1909 levied on woolen cloth, of a value of not 
more than 40 cents a pound, a compensatory duty of three times 
the duty on Class I wool, or 33 cents a pound; on cloth valued 
at more than 40 cents a pound the compensatory duty was four 
times the duty on Class I wool, or 44 cents a pound. The more 
expensive cloth, however, was the kind most largely imported. 
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dustry, and the total quantity of heavy shrinking 
fine wool which it now uses is absolutely though 
not relatively greater than that used by the carded 
woolen branch. Therefore, the discrimination be- 
tween the two branches would now be less pro- 
nounced than formerly. Nevertheless, the chief op- 
position to this form of duty has come from some 
of the carded wool manufacturers. There would be 
discrimination against the users of heavy-shrinking 
wools, whether they were woolen or worsted 
manufacturers.® 


°*The two great groups of wool manufactures are the worsteds 
and the woolens. The primary distinction between the two 
branches of the industry is that in making worsteds, yarns of 
combed wools are used, while for woolens, the wool is carded 
instead of being combed. The combing process causes the fibers 
to lie parallel; and when spun, a harder twist is given to the 
yarn. The woolen yarns are softer, and the fibers are tangled 
and intertwined by the carding process. Until about 1850 more 
of the English long wools than of any other variety were used for 
making worsteds. About that time a series of inventions began 
which made it possible to comb shorter wools. Progress in this 
direction has continued until, at present, very short and fine 
Merino wool can be used in making combed yarn. The develop- 
ment of the process of combing made it possible to turn out a 
standardized product, “tops,” which is the name given to the 
strands of wool when ready for spinning. This was one of the 
most important steps in the advance of the worsteds to an ulti- 
mate position of greater importance than the woolens. “The very 
possession of a homogeneous material facilitates the use of highly- 
perfected and quasi-automatie machinery in the later manufac- 
turing stages. In all countries the worsted branch of the industry 
is conducted on a larger scale than the woolen branch; it is more 
capitalistic, more in line with the general trend of modern in- 
dustry.” (Taussig, F. W., Some Aspects of the Tariff Question, 
1915, p. 339.) Fashion was also an important influence acting in 
the same direction. The form in which customs duties were levied 
in this country may have been partly responsible for the stimula- 
tion of the worsted manufacture, but that it was not the dominat- 
ing cause is shown by the fact that the same tendency appeared 
in England, France, and Germany. (Jbid., p. 337.). The worsted 
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The former method of levying the duty on the 
grease pound deprived the wool growers of some 
of the protection contemplated by the law. Thus, 
under the law of 1909, the grease wool rate of 11 
cents per pound was the one actually operative, 
as practically all wool was entered in the raw state. 
Due to the fact that the wools imported were se- 
lected for light shrinkage, while competing domes- 
tic wools shrunk heavily, the amount of effective 
protection was, as has been shown, several cents a 
pound less than the nominal protection. With the 
rate levied as at present on the clean content of 
the wool, the actual protection is substantially in- 
creased; and the duty will tend more strongly to 


industry in this country had its inception about 1850, and grew 
slowly for some years. After 1869, it increased in importance 
rapidly; but the woolen branch of the industry continued to have 
a larger production than the worsted branch in the United States 
until about the end of the nineteenth century. In 1899, the value 
of the output of the worsted mills was $120,314,344, while that of 
the woolen mills was $118,430,158. In recent years the importance 
of the woolen relative to the worsted branch has increased, prin- 
cipally on account of the demands occasioned by the war. In 
1919, about one-half of the total output of cloth and dress-goods 
was woolen. (Summary of Tariff Information, 1921, p. 974.) ‘The 
total value of the domestic production of woven fabrics of wool 
in that year was $692,179,000. (Ibid.) In this country not only 
is the average business unit in the worsted branch of the industry 
much larger than in the woolen branch, but there is also much 
greater specialization in it. In the typical woolen mill all the 
processes, from raw wool to finished cloth, are performed. Some 
worsted mills, on the contrary, buy yarn and do weaving only; 
some carry the process only as far as spinning. Only a few mills 
combine all processes from raw wool to finished cloth. (U. S. 
Tariff Board, Report on Schedule K, p. 220.) An even more pro- 
nounced degree of specialization is found in English mills. In 
the former, only one stage in the process of turning the raw 
material into the finished goods is usually found in any one 
establishment. 
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make the price of wool in this country higher than 
the price of foreign wool by the full amount of the 
duty. 

A new form of discrimination is permitted under 
the present act. Wools of exactly the same shrink- 
age often vary widely in value. The ad valorem 
equivalent of the present duty on wool worth $1.24 
per scoured pound is only 25 per cent, while on 
wool worth $.62 per scoured pound it is 50 per 
cent. The present law, it will be seen, discriminates 
against the cheap wools. Now, these are in many 
instances the same grades which were discriminated 
against by the former grease-pound rate. This is 
not true in all cases, however, because some of the 
fine and high-priced wools were kept out by the 
earlier law, whereas the discrimination is now chiefly 
against the coarse wools. It is a serious defect of 
the law, however, because these wools are much used 
in low-priced fabrics. 

The situation is illustrated by the table on 
page 153. 

This effect of the duty led to the presentation in 
November, 1923, of a petition by the carded wool 
manufacturers to the President asking for the es- 
tablishment of an ad valorem duty on wool. The 
petition was made under the section of the Tariff 
Act of 1922 known as the “flexibility” provision by 
which the President was granted the authority to 
raise or lower the rate by 50 per cent of the duty 
levied in the Act. He was not empowered, however, 
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to change the duty from specific to ad valorem, or 
vice versa, so that the request of the carded wool 
manufacturers could not be considered. The opera- 
tion of the Act is obviously not satisfactory, how- 
ever, and something should be done to remedy it. 
Its working is all the more unequal when the price 
of low grade wools is abnormally low, as it has been 
for much of the time since the Armistice. Even 
when normal price relations exist, however, the ad 
valorem equivalent of the specific duty on the low 
grade wools is so high as to be a serious bar to 
importation. 

A “maximum ad valorem” rate is proposed to 
remedy this situation. A simple ad valorem duty 
would do away with discrimination between wools 
of different values and also between wools of high 
and low shrinkage, since the amount of shrinkage 
affects the grease price of the wool. However, there 
are objections to the ad valorem rate. 

First, it is difficult to fix a compensatory rate on 
cloth when an ad valorem rate is levied on wool. 
To levy a 20 per cent compensatory duty on cloth, 
for example, when there is a 20 per cent ad valorem 
duty on wool, is not equitable. The value of the 
cloth is not always proportionate to the value of the 
raw material used, because varying amounts of labor 
and skill may be expended on it. It is not feasible 
to use a definite ratio, for example, 1 to 3, as the 
proportion of raw material cost to the cost of the 
cloth. The use of any average would be unjust, 
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because in practice the departures from it would 
be numerous. 

Second, the ad valorem rate would give the wool 
growers greater protection during a period of rising 
prices when they need less, and diminished protec- 
tion in a time of falling prices when they need 
more. The specific duty, on the other hand, works 
in the opposite way and gives the wool growers 
more protection when prices are falling. It is one 
of their strongest reasons for favoring a specific 
duty. 

For these reasons it seems best to turn to some 
other remedy. A step-rate graduated according to 
the fineness of the wool has been suggested. For 
example, if the grades could be standardized as 
coarse, medium, and fine, different specific scoured 
content rates might be levied on each grade. In this 
connection, the work of the Department of Agricul- 
ture in establishing standardized wool grades is im- 
portant. However, the plans of the wool experts 
have not developed sufficiently so that this is 
possible. 

Since neither of these methods will remedy the 
situation, a maximum ad valorem rate is proposed. 
The specific duty on the scoured content should be 
retained (as long as a duty is kept in force), as it 
does away with the inequality between light-shrink- 
ing and heavy-shrinking wools. If a maximum ad 
valorem rate were fixed (at, say, 50 per cent), the 
pronounced discrimination against the low grades 
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would be abolished. Until greater standardization 
of wool is brought about, which may take some 
years, this offers the best means of securing justice 
in the operation of the law. 

The present act abolished the antiquated basis of 
classification of previous acts. The “blood classifi- 
cation” which was in force during all the periods 
when wool was dutiable, from 1867 until the pas- 
sage of the Act of 1922, divided wool into three 
groups—class one, clothing wool; class two, comb- 
ing wool; and class three, carpet wool. The first 
class was further defined as “wool from sheep hav- 
ing any admixture of Merino blood,’ wool of this 
variety being easily identified by its crimp and by 
its oily character. It also included the Down 
wools, which were put in class one because they 
were not suitable for combing under the methods 
then in use. Class two included only the English 
long-wools. Class three included all wool from 
unimproved or “native” breeds of sheep.*® 


° The classification of the Act of 1867 was more than a “blood- 
classification.” It was a three-fold classification, for in addition 
to the arrangement in classes according to the breed of sheep 
from which the wool was shorn there was a suggestion of the 
purpose for which the wool was to be used, in the names “cloth- 
ing,” “combing,” and “carpet,” and an enumeration of the coun- 
tries from which the different classes of wool were ordinarily 
imported. For example, the wools of class one were defined as, 
“Such as have been heretofore usually imported into the United 
States from Buenos Ayres, New Zealand, Australia, the Cape of 
Good Hope, Russia, Great Britain, Canada, ete.,” and class three 
wools were defined as, “Such as Donskoi, native South American, 
Cordova, Valparaiso, native Smyrna and "* * * such as have been 
heretofore usually imported into the United States from Turkey, 
Greece, Egypt, Syria, and elsewhere.” It should be noted that 
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At the time when the Act of 1867 was passed, 
the classification conformed to the situation which 
actually existed in the wool trade and manufactur- 
ing industry. It soon became obsolete, however, 
because of changes in combing machinery, which 
was improved so that shorter wool could be utilized 
by the worsted branch of the industry. In 1867, 
Merino wool, which is rarely more than two and 
one-half inches long, was used altogether for carded 
woolen goods, but at the present time it is much 
used for worsteds. The worsted industry has, more- 
over, grown to such size that it uses a greater quan- 
tity of Merino than the woolen industry. The 
English long wools, which at that time were used 
in making worsteds, are frequently blended with 
other wools to give a lustrous finish, and are also 


the use of the term “clothing” as the designation of class one 
wool did not signify that this was the only kind of wool used 
for cloth to be made into wearing apparel. It was used because 
“cloths” were distinguished in the trade parlance from “stuffs,” 
such as worsted goods. 

The principal cause of the blood classification was the varying 
degree of competition with American wool offered by the different 
classes of imported wool. The foreign wools competitive with 
American-grown wools fell mainly within the first group. The 
native or carpet wools have been largely non-competitive, while 
at the time the Act of 1867 was passed the combing wool which 
was placed in the second group was partially competitive. It 
was used principally by the worsted industry, then in the “infant” 
stage; and as a concession to that industry it was accorded some- 
what more favorable treatment than class one wool. If the class 
one wool was imported without having been subjected to any 
cleansing process, the rate was 11 cents per pound. If, however, 
it had been washed, it was subjected to double duty, and if 
scoured to triple duty. The combing wool, however, was not 
subjected to double duty if imported in the washed state, since 
most of it came from Canada where wool was almost always 
marketed in that condition. 
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employed in the manufacture of dress goods and 
braids. 

The primary reason for the creation of a separate 
class for combing wool disappeared, therefore, many 
years ago. The persistence of the old classification 
can perhaps be explained by fear of disturbing the 
peace established between opposing interests. A 
partial recognition of changed conditions is found 
in the fact that in 1890 the terms “clothing,” “comb- 
ing,” and “carpet” were dropped from the text of 
the Act, and the titles of the three divisions became 
merely class one, class two, and class three. Al- 
though the classification remained substantially the 
same down to the Act of 1922, certain minor changes 
were made. For example, in 1897 some of the native 
wools—namely, Bagdad, China lambs’ wool, Castel 
Branco, and Adrianople wool—were transferred to 
class one because it was found that they were some- 
times used interchangeably with certain domestic 
wools in the manufacture of clothing fabrics.7. By 


™Under a Treasury decision of July 1, 1923, such wools are 
placed in Paragraph 1102 of the Act of 1922, with Merino wool. 
“The Tariff Acts of 1890, 1897, and 1909 in the classification of 
wools, provided that the standard samples of all wools which 
were then or might thereafter be deposited in the custom 
houses under the authority of the Secretary of the Treasury 
should be the standards for the classification of wools under the 
respective acts mentioned. While a corresponding provision does 
not appear in the present tariff act, because of the fact that the 
wools mentioned in Paragraph 1101 are similar to those enumer- 
ated in the acts mentioned, as of class 3, and beeause of the 
further fact that under Paragraph 1104 the Secretary of the Treas- 
ury is authorized and directed to prescribe methods and regula- 
tions for carrying out the provisions of the wool schedule relating 
to the duties on wool and hair, the Department is of the opinion 
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the Act of 1890, also, any carpet wool which was 
improved by mixing with it clothing or combing 
wool was made subject to the same duty as those 
classes respectively. If two kinds of wool were 
mixed the entire lot was made subject to the higher 
duty, and if it was improved by the rejection of 
any part of the original fleece the duty was doubled. 
A distinction was made, however, between such 
wool and “skirted” wool. That is, the inferior wool 
around the edge of the fleece might be removed 
without making it liable to double duty. 

Under the Act of 1922, wool is divided into two 
classes.* The first consists of all wools not improved 
by the admixture of Merino or English blood; the 
second of wools not especially provided for.® Para- 
graph 1101 covers substantially the same ground as 
the old classification “carpet” wools. Paragraph 
1102 covers wools suitable for making fabrics for 
wearing apparel. This change is commendable, as 
it simplifies the classification and abolishes the dis- 
tinction, no longer useful, between the former Class 
II, English wools, and other combing wools.?° 
that the classification of wool does not depend upon commercial 
designation but rather is controlled by the character of the wool 
itself, and that under the provisions of Paragraph 1104 the stan- 
dard samples now in the custom houses should control the classi- 
fication of wools imported into this country.” 

®* Paragraphs 1101 and 1102. 

°In the statistics of imports (U. 8S. Department of Commerce, 
Commerce and Navigation Reports) the three classifications, 
clothing, combing, and carpet, are still used, but under combing 
is now placed all wool actually suitable for combing, not merely the 


English long-wools, as formerly. ; 
1? Experts of the United States Department of Agriculture have 
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It is apparent that, although the Tariff Act of 
1922 abolishes the discrimination between light- 
shrinking and heavy-shrinking wools, does away 
with the “concealed protection” to the manufac- 
turers, and introduces a better classification, yet the 
rate is higher than any hitherto imposed, with one 
minor exception; and a new discrimination is cre- 
ated between wools of high and low value. If it is 
found desirable to continue a duty on wool, the 
method of levying the duty should be changed. A 
maximum ad valorem limitation should be imposed 
upon the specific scoured content duty. The carpet 
wool duty should be abolished, regardless of the 
action taken toward other wool. The principal 
question remains, whether we ought to change the 
rate on the principal classes of competing wool, 
maintain the present duty, or abolish it altogether. 


III. IMMEDIATE CONSEQUENCES OF THE DUTY OF 1922 


The general business situation tended to promote 
a rise in the price of wool and to restore prosperity 
to the wool-growing industry in 1922 and the early 
part of 1923. Manufacturing activity was increas- 


made a marked advance toward the establishment of standard 
wool grades. They have selected samples of fine, medium, and 
coarse wools, the grading being made on the basis of diameter 
of wool fibre. Samples of combing and clothing wool have also 
been selected. Conferences with representatives of the English 
wool industry have been held; and it is hoped that eventually 
wool grades will be standardized and terms adopted which have 
the same significance in all English-speaking countries. At some 
future time it may be possible to use such international terms 
in the classification of wool for tariff purposes. 
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ing, and the index number of wholesale prices of 
all commodities was rising.™! 

Conditions were not as favorable during the lat- 
ter part of 1923 and early months of 1924. Un- 
seasonable weather helped to reduce retail sales, and 
the general hesitancy of business which exhibited 
itself shortly after the French occupation of the 
Ruhr extended also to the wool trade and industry. 
Depression in the wool manufacturing industry be- 
came severe in the middle of 1924, followed by 
some recovery in the later months. Early in 1925 
another downward trend set in. Consumption of 
wool, employment, and the activity of cards, combs, 
and spindles through February, March, and April, 
1925, was even less than in the corresponding 
months of the preceding year. Looms, however, 
were somewhat more active. The season was 
marked by great hesitancy in trade and by “hand- 
to-mouth” buying.!? The depression in wool manu- 
facturing during 1924 and 1925 was considered by 
many the worst since the post-Civil War crisis. 

The imports, both of wool and manufactures 
of wool, continued to come in large volume after 
the passage of the Act of 1922. The average value 
per pound of the imported cloths and dress goods 
remained about the same, as might be expected, 
because the trade is largely in specialties. 


1 Harvard Economic Service, The Aes of Economic Statis- 
tics, January, 1924, Vol. VI, No. il. 

2 Bulletin, National Association Wool Hatcher) July, 1925, 
Vol. LV, No. 3, p. 404. 
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CoNSUMPTION oF Woo. * 


(Grease pound equivalent in thousands of pounds) 


Month 1920 1921 1922 1923 1924 1925 
UEMTURNEY? occa 72,844 | 24,049 | 52,280 | 63,348 | 53,845 | 51,435 
ebruryi eres 63,404 | 30,600 | 53,774 | 57,916 | 50,633 | 46,415 
INOS Be conee 67,387 | 39,510 | 60,368 | 62,859 | 47,630 | 45,853 
Aiorall trees rere 66,725 | 43,466 | 42,574 | 56,411 | 44,361 | 43,287 
Mayo tate wets cere 57,419 | 48,183 | 52,533 | 59,682 | 36,507 | 38,246 
dfthaven Boe acocoec 46,439 | 47,103 | 52,621 | 52.649 | 30,972 | 38,176 
ANU Gomccmeinee 37,438 | 42,126 | 46,902 | 46.347 | 33,778 | 40,781 
FEMURS Goooder 87,558 | 48,141 | 57,340 | 48.233 | 40.064 | 42,149 
September ...| 35,484 | 49,824 | 54,771 | 46.616 | 45.638 | 44,383 
October) wee... 38,337 | 53,589 | 59,282 | 51,815 | 54,854 | 47,327 
November ....| 27,926 | 53,463 | 63,313 | 50,279 | 48,380 | 43,471 


December ....] 24,316 | 49,441 | 58,367 | 45,452 | 51,097 | 44,762 


*Source: U. 8S. Department of Commerce, Survey of Current 
Business, May, 1922, and subsequent issues. The figures do not 
include consumption by the American Woolen Company and a 
few small firms. 


Imports orf UNMANUFACTURED Woo. * 


1921 (Calendar Year) 1922 (Calendar Year) 


Class 
Pounds Value Pounds Value 
Clothing ...] 207,866,615 | $45,772,325 | 38,401,590 $9,471,786 
Combing ...| 10,837,821 2,202,081 | 155,101,038 44.357 492 
Carpet. ...:. 97,900,496 11,499,175 | 173,035,833 29 267 134 
Mohair, ete.. 4,060,819 1,008,106 | 10,257,024 3,457,717 
Total ....| 320,665,751 | $60,481,687 | 376,795,485 $86,554,129 


*Sources: Bulletins of National Association of Wool Manu- 
facturers for May 9, 1923, Feb. 29, 1924, Aug. 6, 1924, and Feb. 
28, 1925. 
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fo220 (Calendar Year) 1924 (Fiscal Year Ended 


Sines June 30) 
Pounds Value Pounds Value 
Clothing ..| 30,850,916 $11,406,349} 17,785,144 $8,128,556 
Combing ..| 235,094,858 89,180,994} 103,909,514 48,393,260 
Carpet ....| 122,398,919 26,303,545 | 140,960,360 84,174,758 
Mohair, ete. 5,905,702 2,819,823 Doodle 2,454,694 
Total ...| 394,250,395 | $129,710,711 | 268,212,740 | $93,151,268 
1925 (Fiscal Year Ended June 30) 
Class ee 
Pounds Value 
@lothingw eer. croere crs 24,446 000 $12,256,000 
@ombingaeenne-c ecco. 117,991,000 70,070,000 
Carpetae corm cua boernasG 138,461,000 39,980,000 
Mohair, etc. ........0000. 3,809,000 1,858,000 
284,707,000 $124,164,000 


Imports or Princrpan MANUFACTURES OF WooL INTO THE U. S.* 


Class 1921 Value | 1922 Value | 1923 Value 

1. Wool Cloths and Dress 
(Goodsae seemed $13,668,571 | $14,702,931 | $20,851,522 
DOV ATTIse taiiartie sche vieetelets 6,952,638 4,393,661 8,293,506 
SeMMODS Mr eLCr a crane cease serene 9,878,400 3,292,197 2,553,424 
4. Wearing Apparel ..... 6,304,614 9,975,140 9,126,632 
pa Chg (te. so macnicol coe 7,739,374 10,568,895 13,952,227 
6. Rags, Wastes, Noils, ete.| 3,542,049 13,188,748 11,270,016 
ALOE Sas comseeedus $48,085,646 | $56,121,572 | $66,047,327 


* Bulletins of National Association of Wool Manufacturers for 
May 9, 1923. Feb. 29, 1924, Aug. 6, 1924, and Feb. 28, 1925. 
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1924 (Fiscal 1925 (Fiscal 
Year) Value | Year) Value 


Class 


. Woven fabrics of wool (term 
used to supplant “wool cloths 


— 


ANCmaress eeOOUdsi.) sacs esas =e $19,830,000 $22 669,000 
YING agit Oa ee oe ARE oe ce 5,086,000 3,078,000 
ial ic) ike irk ier re nC Te mmins Sacer (Vi eee na Le 
Ge Wieaninipat Ap pane leer sete. 9,086 000 11,076,000 
Of Catpetshe.wiccce nadine seteowre ne 14,726,000 16,554,000 
6. Rags, Wastes, Noils, ete...... 8,085,662 20,162,000 
7. All other manufactures of wool 

ancalainise. caterers ee area 2,333,000 1,772,000 

Potala: crest teeictettn se $59 646,662 $75,311,000 


* Figures not comparable with 1921, 1922, and 1923. 


For nearly a year after the passage of the Act of 
1922 the difference between Boston and London 
prices was not far from the amount of the duty 
plus freght and insurance. In the latter part of 
1923 there occurred a slump in the American price, 
consequent upon a slackening pace in the manu- 
facturing industry and in general business. Im- 
ports of wool had been heavy during the early part 
of 1923, when the swing of the business cycle was 
upward; and some of the surplus stocks were ex- 
ported in the later months of that year. Ordi- 
narily not more than four million or five million 
pounds of wool are re-exported in a year from the 
United States, but in 1923 the amount was 24,- 
187,994 pounds.'® 

The British wool manufacture was active and 
prosperous during the latter part of 1921 and in 


» Annual Wool Review, 1923, p. 91. 
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1922; but like the industry in the United States, 
it became less active in 1923. The disturbance of 
Iwngland’s pre-war European markets for yarns and 
goods has kept the British industry from entirely 
re-adjusting itself, although exports of some classes 
of goods are larger than before the war. The out- 
standing feature of the British wool market in 
1924 was the fact that wool prices were for much 
of the time higher than had been the price of the 
raw material in the finished goods then being sold. 
This, of course, slowed up manufacturing. 

The price received by American growers in 1924 
and 1925 was 5 to 6 cents per grease pound, or 
10 to 12 cents per scoured pound, less than in 1923; 
and for most of the time the difference between 
Boston and London prices was substantially less 
than the duty. In June and early July, 1924, the 
domestic and foreign prices became almost equal, 
but a differential was soon restored. The difference 
between domestic and foreign prices has been great 
enough under the Act of 1922 so that the president 
of the National Wool Growers’ Association said at 
the annual meeting in January, 1925: 14 “For the 
first time in our history domestic wools have reached 
a parity on the Boston market with the price of 
foreign wools plus the entire tariff levied by law. 
During the past year many growers have made 
their own low markets by selling too cheap. If 


4% Address of President Hagenbarth at the association conven- 
tion in San Francisco. 
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growers will co-operate and pool their wools and 
properly warehouse them, they can be financed for 
a reasonable per cent of their value and then sold 
when the market is ready to take them on a fair 
basis of value.” 

Large quantities of wool were re-exported from 
the United States in 1924 because of the slack de- 
mand in this country and the comparative activity 
in the British wool trade. The price of wool in Lon- 
don held its own or advanced slightly during almost 
all of 1924; but in the spring and summer of 1925 
came a sharp decline, following the marketing of 
a larger wool clip for 1924-25 in Australasia. The 
low state of the American wool manufacturing in- 
dustry, with decreased consumption of wool and de- 
clining prices for the raw material, may be par- 
tially attributed to general business conditions and 
partly to curtailed use of woolen goods on account 
of the high prices.'® 

Throughout the years 1922 to 1925 the American 
sheep industry was gradually recovering from the 
slump of 1920-21. The total number of sheep in- 
creased, but the expansion in flocks was not common 
to all the states. For example, New York, Mary- 
land, Virginia, Illinois, Indiana, and Missouri all 
had substantially larger clips in 1924 than in 1923. 
Ten states showed a small increase—that is, the clip 
was from 100,000 to 300,000 pounds larger than 
two years before. These states were Kentucky, 

*See Chapter X. 


Comparative Woon Prices, Boston anp Lonpon Markets * 


Boston % |London 60/64’s|/Excess of Bos- 


Date Blood Terri- |Good Medium|]ton over Lon- 
tory Combing Fleeces don Price 
1914 
Vital ye ects «stevie $0.5900 $0.6084 $0.0184 * 
1923 
EOS Adsogacaoe 1.2750 1.0078 .2672 
IN Gb Feum Oiee sara eres 1.2750 9745 3005 
INairtame Oe ae ces 1.3100 9614 3486 
IME, PB soogued 1.3100 1.0171 2929 
joins © OA sateen 1.3250 1.0620 2630 
IWR Ibe soo soce 1.3250 1.0576 2674 
UME 29 tiers weet 1.3250 1.0118 BBR; 
Ahelkic Uo an ere 1.2750 9953 2797 
Septemusecctesne 1.1750 1.0001 1749 
Glan Pibdassane 1.1750 1.0126 1624 
Novae e4cneeene: 1.1750 1.0224 1526 
D6Ca tiie eeceres 1.2400 1.0192 2208 
Wecre 20erreencee 1.2500 1.0368 2132 
1924 
Jp, PH scasuuc 1.2750 1.0560 .2190 
IG beg 228. eo os 1.3000 1.0758 2242 
IM ewey Pale aon deve 1.3000 iL sili ys 1883 
IAI een ee ace 1.2750 1.1472 1278 
IMMER SUR a aenen 1.2400 1.1455 0945 
IMR FU edo one 1.2400 1.1445 0955 
lhe £2 eee oere 1.1250 1.1185 0065 
Jolie Wen eos 1.1750 1.1428 0322 
iseios ME accace 1.3250 1.3002 0248 
Oct. OS eerskais 1.3250 1.3054 0196 
INGhign Ys ose 1.5000 1.3905 1095 
Wace Zens 1.5250 1.3860 1390 
1925 
An,  Wsioaoqead 1.5250 1.3010 2240 
IN;  Shanooonc 1.5250 1.2975 2275 
IVI Oleettee ne 1.4100 1.1154 2946 
Wenn oa saeenc 1.1100 9698 1402 
Vaan Ale ee 1.1100 .9706 1394 
Inlbh? MWecoccane 1.1750 9720 .2030 
Ault “PBs cuoes oe 1.1750 9315 2435 


* American wool prices from Commercial Bulletin, Boston, at 
dates as near as possible to those given for the English prices. 
English prices are averages compiled by Krelinger and Fernau 
for London auctions of Colonial (Australasian) wool, and pub- 
lished in the Wool Record and Textile World. 

* Excess of London over Boston. 
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Tennessee, West Virginia, Ohio, Illinois, lowa, Min- 
nesota, North and South Dakota, and Nebraska. 
But there was a decrease in the size of the clip in 
Pennsylvania, Michigan, Wisconsin, Kansas, and 
North Carolina. In the unenumerated farm states 
the clip was too small for an increase or decrease 
to be significant. Most of the far western states 
increased their output, although Wyoming and 
Colorado showed a smaller production. The total 
clip of the 12 far western states—Montana, Wyo- 
ming, Colorado, New Mexico, Texas, Arizona, 
Utah, Nevada, Idaho, Washington, Oregon, and 
California—was 147,915,000 pounds in 1922 and 
165,388,000 pounds in 1924, an increase of 11-% 
per cent. The largest number of sheep in the United 
States for any year since the war was reached in 
1919, with a total of 48,866,000.1° On January 1, 
1922, the number had been reduced to 36,327,000, 
but by January 1, 1924, it had risen again to 38, 
361,000, and on January 1, 1925, to 39,134,000.17 
The wool output was over 275,000,000 pounds in 
1919 and in 1920, but it fell to 264,560,000 pounds 
in 1922, and was only two million pounds larger in 
1923. In 1924 it was 282,330,000 pounds, and in 
1925, 11,000,000 pounds greater, increases of 6.72 
per cent and 10.87 per cent, respectively, over the 


*Tt should be noted that this estimate is based on the 1910 
census which was taken so late as to include lambs. The number 
is therefore not comparable with later figures based on the 1920 
census, which did not include lambs. The decrease in sheep num- 
bers is consequently exaggerated. 

“Wstimates of U. S. Department of Agriculture. 
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1922 output.t8 Although the price of wool was 
high relative to other farm products during these 
years, prices of lamb and mutton were not corre- 
spondingly high. This may explain the failure to 
expand flocks more rapidly in the farm states. The 
debacle of 1920 was also doubtless in the minds 
of farmers as a deterrent to rapid increase of flocks. 
Nevertheless, the sheep industry enjoyed a fair de- 
gree of prosperity in the years 1922 to 1925 inclu- 
sive. The most important facts to note at this point 
are that a price difference between domestic and 
foreign wool was created by the duty, and that the 
output of wool was thereby somewhat stimulated. 


* Tbid. 
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CHAPTER VII 
ELEMENTS OF THE WOOL TARIFF PROBLEM 


In preceding chapters the various steps in the 
development of the wool tariff problem have been 
set forth, and present conditions in the sheep in- 
dustry in the United States and foreign countries 
have been described. There is necessarily some 
difference of opinion over the actual conditions 
which exist as well as over the effect which the 
duties have exercised in the past. But there is 
more likelihood of common agreement in regard 
to these matters than about the proper course of 
action for the future. We come, therefore, at this 
point to highly debatable ground. 

The wool tariff problem still exists in full vitality. 
At every tariff revision in recent years wool has 
been one of the commodities upon which a large 
amount of interest has centered and over which 
violent difference of opinion has been disclosed. 
Talk about the “crime of Schedule K” has been 
bandied about freely, while extremely laudatory 
comments on the wool duties have been no less fre- 
quent. In this chapter we shall consider some of 
the differences of opinion, their causes, and the 


plan of analysis for the present problem. 
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Confusion of thought on tariff questions often 
has arisen from failure of the disputants to recog- 
nize the fundamental assumptions of their op- 
ponents. The two sides have thus chased one an- 
other around the proverbial “Robin Hood’s barn,” 
never getting any nearer a solution of their diffi- 
culties. To avoid joining this procession we must 
define carefully our position on the elemental issues 
which form the background of the present problem. 


I. DIVERGENT OPINIONS ON THE WOOL TARIFF 


The nature of the controversy and the wide diver- 
gence of views may be illustrated by the positions 
taken on various aspects of the question by certain 
individuals and associations. The groups most 
actively concerned are the wool-growers, the wool 
manufacturers, a minority of manufacturers who 
make carded woolen goods, farm organizations, and 
public men. 

The majority of the wool-growers have long main- 
tained that the duty is of vital interest to them. 
In fact, they have regarded it as essential to the 
successful operation of the industry. Even if the 
domestic production has not increased in the last 
forty years they believe that without a duty it would 
have markedly decreased. They regard the experi- 
ence with free wool in 1894-97 as an indication of 
what might be expected if the duty were now abol- 
ished. They hold that only the intervention of 
the war prevented this result in 1913 and in the 
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following years. Their position on the present tariff 
law is expressed as follows: 

“Fair rates of duty upon imported wools have 
been established by the Sixty-seventh Congress. 
The President, through the Tariff Commission, may 
raise or lower such rates by 50 per cent, according 
to the occurrence of changes in the relation of home- 
preduction costs to those found to obtain in export- 
ing countries. ... 

“These fair and impartial provisions of the wool 
duty form a part of the enlightened new policy 
expressed by the Congress just adjourned toward 
the agricultural industry, giving the rural citizen- 
ship the same consideration in commercial policies 
as was previously accorded only to the manufac- 
turing industries.” 4 

The wool manufacturers have generally stood 
with the wool-growers for duties on wool since the 
Syracuse Convention of 1865.2 At various times, 
however, they have differed from the wool-growers 
in regard to the proper amount of the duties or 
the form in which they should be levied. 

Some of the carded wool manufacturers have 
actively favored the use of an ad valorem instead 
of a specific rate. These manufacturers make large 
use of the heavier shrinking wools, which were dis- 
criminated against by the specific duty on the grease 


1 Advertisement by the National Wool Growers’ Association, 
entitled “Giving the Public the Facts About Wool,” in The Out- 
look for Nov. 15, 1924. 

?See Chapter IV. 
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pound. Ad valorem duties, uowever, have been 
consistently opposed by the wool-growers, as we 
have seen.* 

In 1882, although the joint committee of the 
National Wool Growers’ Association and the Na- 
tional Association of Wool Manufacturers agreed 
upon the basic soundness of the duties on wool and 
woolens adopted in 1867, a representative of the 
wool manufacturers’ association appeared before the 
Tariff Commission and advocated a plan which fa- 
vored reduction of the duty on wool of the first 
class. A minority of the manufacturers have at 
various times, when the tariff was under considera- 
tion, presented petitions favoring free wool.® Again, 
the manufacturers have sometimes advocated lower 
rates of duty than those favored by the growers. 
For example, when the revision of 1897 was under 
way the wool manufacturers opposed the wishes of 
the growers. The latter advocated the enactment 
of a duty, on unwashed wools of Classes I and II, 
which should increase by one-half cent a year until 
it reached 15 cents a pound. The manufacturers 
believed that these rates would fatally hamper the 
industry and would excite such opposition as soon 
to bring about another tariff revision. At this time 
the representatives of the manufacturers stated, be- 
fore the Ways and Means Committee, that previous 

®See Chapter VI. 
*The U. 8. Tariff Commission, Report on the Wool-Growing 


Industry, p. 424. 
*Tbid., p. 427. 
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to the experience under free wool they had not 
realized the full extent of the disadvantage they 
suffered by reason of the wool duty.* In answer 
to this Senator Lee Mantle of Montana said,’ 
“Never, until he had experienced the disadvantage 
which he suffered under free wool, did the wool- 
grower realize the impossibility of offsetting this dis- 
advantage by the compensatory benefit derived from 
being able to buy his clothing a few cents cheaper.” 

The opinion of the majority of the wool manu- 
facturers as to the present duties is shown by the 
following statement of the National Association of 
Wool Manufacturers: 

“Unquestionably the present tariff act, so far as 
the duties on raw materials are concerned, is the 
work of the agricultural interests. This is particu- 
larly true of Schedule Eleven, in the framing of 
which nearly every suggestion made by representa- 
tives of wool manufacturers was rejected. Having 
secured what they wished, the burden now rests 
upon the wool-growers of the country to fulfill their 
promises to improve their flocks, produce greater 
clips, and furnish a larger proportion of the wools 
consumed by our expanding wool manufacture.’’® 

Various public men have been ardent in advocacy 
of a duty on wool or in opposition to it. President 
Cleveland referred to the wool duty as a “tax, which, 


* Tbid., 
‘Speech of the 4, 1897, in the ted States Senate. 


* Annual Wool Review, 1922, 05 J 
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with relentless grasp, is fastened upon the clothing 
of every man, woman and child in the land.” ® 
President McKinley was equally positive in his 
declaration for a duty. Different organizations have 
issued statements in regard to the benefit or detri- 
ment of the wool duty. For example, the Ameri- 
can Farm Bureau Federation issued a statement in 
1922 1° regarding the cost of the duty to the Ameri- 
can public, while protective organs have denied that 
the cost of clothing was substantially increased by 
shes 


II. CAUSES OF THE DISAGREEMENT 


When different groups of estimable citizens are 
found with such widely divergent opinions about 
an important matter, it is natural to inquire into 
the cause of the conflict. As Henry Clay said: “In 
the discussion and consideration of these opposite 
opinions for the purpose of ascertaining which has 
the support of truth and reason, we should, there- 
fore, exercise every indulgence and the greatest spirit 
of mutual moderation and forbearance.” 1! In this 
case it is quite clear that there are four principal 
reasons for the lack of agreement. First, the fact 


* Message to Congress, 1887. See Taussig, F. W., Selected 
Readings in International Trade and Tariff Problems, 1921, p. 533. 

*The Federation estimated the total cost to the public at 
$91,000,000; the share of this borne by farmers at 30 per cent of 
the whole, or $27,300,000; and the increased price received by all 
wool growers at $37,500,000. American Farm Bureau Federation 
Weekly News Letter, Jan. 11, 1923, Vol. III, No. 2, p. 1. 

“Speech of Henry Clay on American Industry, in the House of 
Representatives, March 30 and 31, 1824. 
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that some of those involved in the controversy have 
a special interest at stake. Second, the existence of 
wide differences in opinion as to the desirability of a 
tariff in general and disagreement over what it will 
actually accomplish. Third, a like divergence of 
view over the status of wool-growing and its needs. 
Fourth, the preoccupation of some persons with the 
more absolute and permanent aspects of the case 
and of others with the temporary features—the 
policy of the moment. 


1. Special Interest 


It is evident that one of the principal causes of 
disagreement is the special interest of various 
groups. It is to be expected that those who are en- 
gaged in any one branch of industry will see its 
needs in sharp relief. They are entirely honest in 
believing that the welfare of the country is jeopar- 
dized when their interests are threatened: and they 
are right in holding that behef to the extent that 
they occupy an important niche in the national 
economy. To plead the cause of a private interest 
may be laudable, so long as other rights are not 
encroached upon. Nevertheless, it is well to remem- 
ber that the eagerness of the parties in such a con- 
troversy is apt to lead to exaggeration. 


2. Assumption as to General Tariff Policy 


The second pitfall is that of the fixed opinion on 
tariff matters. It is almost as difficult to lay aside 
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preconceptions about the tariff as about race or 
religion. The average man walks “by faith and 
not by sight” in regard to the tariff. He is satis- 
fied with such phrases as “maintenance of the 
American standard of living” and “difference in cost 
of production at home and abroad”; or, on the other 
hand, “the tariff is a tax’ and “the tariff is the 
mother of the trusts.” A great number of tariff 
discussions offer no food for thought more nourish- 
ing than this, and it may well be said that the pub- 
lic mind suffers from chronic malnutrition on the 
subject. 

Prevalent opinions on the tariff are stereotyped 
to a surprising degree. The leading tariff creeds 
or platforms are protection, free trade, downward 
revision, and tariff for revenue. The main positions 
are so widely at variance that the basic proposals 
of one group are often entirely rejected by the 
others. 

The protectionist believes that the national 
wealth is increased by applying a stimulus to many 
branches of production. He affirms that the tariff 
is a large factor in enabling the American work- 
men to enjoy a higher standard of living and holds 
that the tariff does not constitute a real tax upon 
consumption because of the higher degree of 
prosperity which is enjoyed under it. He believes 
that domestic industry should be protected by 
a duty at least equal to the difference in cost of 
production at home and abroad, although he may 
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concede that some industries operate under such 
a great disadvantage that it is not worth while to 
protect them. 

The free trader maintains as the paramount 
article of his faith that protection diverts produc- 
tive energy into less profitable channels and thus 
decreases the national wealth. He believes that this 
country has become rich and great because of its 
wonderful natural resources and its virile popula- 
tion, and in spite of the tariff; that duties tend to 
create misunderstandings between nations; that 
they foster monopolies behind the tariff wall and 
impose a heavy burden upon consumers; and that 
this burden is the more grievous because it is “re- 
gressive’-—i. e., falls more heavily upon persons of 
small or moderate income. 

Those who believe in “downward revision” 
usually hold that the free trade doctrine is theo- 
retically sound and that this country would be 
better off if, from the beginning, it had held con- 
sistently to freedom of trade. While industrial 
development would have taken place more slowly, 
it would, they say, have been upon a sounder basis. 
On the other hand, they recognize that many indus- 
tries depend to some extent upon the tariff and 
they fear harmful effects from sudden changes. For 
this reason they advocate a gradual lessening of 
the rates. Among this group are found some who 
do not admit the soundness of free trade theory, 
but nevertheless believe that the United States has 
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passed the point where it needs to apply a strong 
protective stimulus to many industries. 

The adherents of tariff for revenue usually sub- 
scribe to the free trade theory concerning the dimi- 
nution of national wealth by the system of protec- 
tion but uphold the imposition of duties for the 
purpose of raising revenue; and since a comprehen- 
sive scheme of revenue duties often gives some aid 
to domestic industry, the members of this school 
commonly uphold “incidental” protection. 

The majority of economists, since the time of 
Adam Smith, have upheld the free trade theory. 
There have been exceptions, as in the case of Fried- 
rich List and other German writers who defended 
the system of “National Economy,’ and of two 
American economists, Henry C. Carey and Simon 
Patten, who favored protection. The basic argu- 
ment of economists has always been that protection 
diverts the productive forces of a country Into com- 
paratively unprofitable channels. Some have con- 
ceded that there were variations from the general 
rule, as in the case of young industries which can 
not gain a foothold without the aid of a tariff. Also, 
industries vital to national defence have sometimes 
been held to constitute an exception, for, as Adam 
Smith said, “Defence is better than opulence.” 
The consensus of opinion has, however, been in 
favor of free trade or lower tariffs. 

Business men, on the other hand, have, in the 
United States and several of the leading European 
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countries, strongly favored protection. There has 
been much suspicion of economists for their views 
on the tariff. Business men have tended to look 
upon them as impractical theorists, while the econ- 
omists have returned the suspicion, regarding the 
business enthusiasts for protection as selfish seek- 
ers of government bounties who have no true con- 
ception of, or interest in, the long run economic 
welfare of the country. Because of this sharp con- 
flict of opinion it has been nearly, or quite, impos- 
sible for anyone to reach a conclusion for or against 
any duty without being branded as either visionary 
or opportunistic. 


3. Disagreement as to the Facts About the Wool-Growing 
Industry 


The third cause of conflict is a real difference of 
opinion over the state of the industry and the needs 
of the wool-growers. One person may regard sheep 
raising as a declining, and another as a progressing, 
industry, because each is familiar with conditions 
in a particular area only. Constant disagreement 
is likely to arise over the probable success of new 
methods proposed; and a sharp division of opinion 
sometimes appears when two persons sum up the 
results of past experiments. There has been much 
dispute over the question whether the continuance 
of sheep raising on a considerable scale in the Ohio 
Region was economically justifiable. Some have 
asserted that the high costs of the industry, dis- 
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closed by the Tariff Board in 1910-11, showed that 
the persistence of wool-growing in that region was 
due largely to custom. Others have just as strongly 
maintained that the conditions of soil and climate, 
and the local handicaps to dairying, were adequate 
reason for the presence of large numbers of sheep. 
There is a difference of opinion over the extent to 
which the carrying capacity of the western ranges 
can be increased, over the policy which should be 
followed in handling the grazing on public lands, 
over the most desirable methods to be followed in 
breeding and managing the flocks, and even in re- 
gard to the policy to be followed in regulating the 
number of sheep at the present time.'* When there 
is such a lack of agreement over basic facts, it is 
not strange that there is no unanimity of opinion 
as to the wool tariff. 


4. Varying Emphasis upon Long-Time or Short-Time Policy 


The fourth cause of disagreement is found in the 
preoccupation of one group with the permanent 
and of another with the temporary features of the 
problem. One group fixes its attention upon the 
long-run development of industry, advocating 
changes which will be eventually beneficial. The 
other group sees principally, in any proposal for 
change, the threat of immediate disturbance. The 
latter are prone to argue that nothing should be 


*See in Chapter IX account of difference of opinion between 
President Hagenbarth of the National Wool-Growers’ Association, 
and Dr. 8. W. McClure, former Secretary of the Association. 
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done to alter present conditions because of the tem- 
porary discomfort which will follow, while the for- 
mer condemn the cautious ones as cowardly 
temporizers.13 


Ill. PLAN OF ANALYSIS FOR THE PRESENT STUDY 


We must now define the position taken in this 


study with respect to the fundamental causes of 


“The element of time which is necessary to work out any con- 
siderable change in commercial policy has been recognized by 
both sides in the tariff controversy. President Cleveland said, in 
his message of December 6, 1887: “It is not proposed to entirely 
relieve the country of taxation. It must be extensively continued 
as the source of the Government’s income; and in a readjustment 
of our tariff the interests of American labor engaged in manufac- 
ture should be carefully considered, as well as the preservation of 
our manufacturers. It may be called protection or by any other 
name, but relief from the hardships and dangers of our present 
tariff laws should be devised with especial precaution against 
imperiling the existence of our manufacturing interests. But this 
existence should not mean a condition which, without regard to 
the public welfare or a national exigency, must always insure the 
realization of immense profits instead of moderately profitable 
returns.” Taussig, F. W., Selected Readings in International 
Trade and Tariff Problems, pp. 529-30. 

Thomas B. Reed said, in his speech on the Mills Bill, in the 
House of Representatives, May 19, 1888: “You tell us, they say, 
that protection is for the purpose of enhancing prices to enable 
high wages to be paid, and yet you say that protection lowers 
prices. This is flat contradiction. So it is as you state it. But 
your statement, like all revenue-reform statements, flourishes 
only by assumption. 

“In order to make yourself clear, you have utterly omitted the 
element of time. You assume that we say that both our state- 
ments of higher prices for higher wages, and lower prices for con- 
sumers are for the same instant of time. Not so. When you 
begin there are higher prices for higher wages, but when you 
establish your manufactories, at once the universal law of com- 
petition begins to work. ... ; 

“That lower prices will come at once, we have never said. That 
they will come and grow lower and lower so that in the series of 
years which make up a man’s life all he needs will cost him less 
than under revenue-reform we asseverate and maintain, and all 
history is behind our asseverations.” (Ibid., p. 558.) 
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disagreement which have been outlined. First, in 
regard to the special interests of various groups: 
while it is perfectly legitimate for different organ- 
izations and groups to seek their own interest, it 
is apparent that statements coming from such 
sources must be interpreted in the light of their 
origin. In this study we desire to avoid, so far as 
possible, considerations affecting the balance of po- 
litical forces, and to determine, upon the basis of 
ascertained facts, what is good for the whole coun- 
try. Consequently, the point of view taken must 
be as far removed as possible from that of the 
special advocate. 

Second, in regard to general assumptions about 
the tariff: It is not the intention of this study to 
pass judgment on the protective system as a whole. 
There is no assumption as to the wisdom or un- 
wisdom of any of the policies described. We are 
not concerned with the question whether the pro- 
tective system has justified itself or whether, as 
the free trader says, the diversion of capital and 
labor into less profitable channels nullifies all the 
arguments of protectionists and leaves the balance 
in favor of free trade. If anything is herein set 
forth which seems to stamp with approval certain 
of the broad assumptions of any tariff group it is 
because they are peculiarly applicable to the case 
in hand, not because they are universally or even 
generally valid. 

The third cause of disagreement mentioned was 
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difference of opinion over the status and needs of 
the industry. A large part of this study has been 
directed toward ascertaining the existing conditions 
in the industry at home and abroad and determining 
the effects which different rates of duty have had in 
the past, and probably would have in the future, 
upon the extent of, and profit in, sheep raising in 
the United States. In spite of the hopelessness of 
securing unanimity of opinion on these matters, it 
is upon the basis of the facts, as herein set forth, 
that we must draw our conclusions. 

One of the greatest difficulties in charting a wise 
course over the sea of tariff policy is the lack of 
indisputable proof of the effects of most rates. A 
determination of the wisest course of action in re- 
gard to the tariff does not depend upon such proof 
as that obtained by experimenters in the exact sci- 
ences. We are concerned with establishing facts 
beyond a “reasonable doubt.” These facts can be 
ascertained as satisfactorily with respect to wool as 
to almost any other commodity. Upon a founda- 
tion of such information it should be possible to 
formulate a policy which will achieve the greatest 
public benefit. 

The fourth cause of divided opinion is the vary- 
ing emphasis placed upon long-time and short-time 
policy. In considering immediate policy in regard 
to the wool tariff, it must be recognized that the 
sheep raising industry is a part of the economic 
fabric of the country. An interdependence exists 
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between wool-growing and banking, transportation, 
merchandising, and other economic activities.‘* The 
industry is financed by large extensions of credit 
from banks, wool dealers, and commission men. It 
furnishes part of the revenue of railroads, serving 
a wide expanse of territory and is, in turn, depend- 
ent on their services. The wages, interest, and 
profits which constitute the share of the national 
income accruing to the sheep industry flow into 
the channels of trade in the wool-growing regions 
and make up the receipts of many merchants and 
manufacturers. 

The production, marketing, manufacture, and 
consumption of wool forms a continuous process, 
and failure of any part of the process to operate 
smoothly results in a disorganization of other parts 
of the machinery. A change in the method of doing 
business at any step, or a change in the amount of 
business done, will affect many individuals. For 
example, a sudden decrease in the amount of wool 
grown will throw some herders and shearers out of 
work, impair the business of merchants in the wool- 
growing region and of manufacturers who sell the 
sheepmen supplies, cause a readjustment of the 
business of bankers who extend credit to the 
growers, decrease the freight receipts of wool-carry- 
ing roads, affect conditions somewhat in the wool- 
marketing centers, and cause labor and capital to 
seek new employment all along the line. Cog- ' 

*See Chapters I and II. 
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nizance must be taken of these realignments in 
considering a change in the duty. 

On the other hand, the permanent is more im- 
portant than the temporary situation. When a 
corporation gives evidence of being in an unsound 
condition the stockholders do not think of immedi- 
ate dividends. The policy which would afford the 
largest dividends this year might mean the continu- 
ance of the company on the road to ultimate disas- 
ter. The company can hardly begin at once to 
do business on an entirely new plan. It can not 
produce its goods in a totally different way or sell 
them in altogether new markets. It is more difficult 
to deal with a “going concern” than with one which 
is newly started or merely projected. However, an 
entirely different method of conducting the business 
may be followed if the change is brought about 
with circumspection. 

Transfers of labor and capital between industries 
are constantly taking place, irrespective of tariff 
revision. The price of a commodity having an in- 
ternational market rises and falls through influences 
entirely apart from the tariff, and domestic produc- 
tion is consequently stimulated or discouraged.'® 
A growth of population and a shift in the use of 
land affect agricultural enterprises. There is, there- 
fore, no permanence in industry, even in the absence 
of tariff revision. An alteration in the tariff is over- 
shadowed before many years by really fundamental 

See Appendix A. 
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economic developments. That which is important 
in a short-run view of an industry may become 
relatively insignificant when considered in the light 
of inevitably changing conditions. 


Keeping in mind the essential facts which have 
been stated, we must formulate a plan of attack 
upon the present problem. In this case, as in most 
tariff discussion, there are three group interests 
which should be considered—first, the producers’, 
second, the consumers’, and third, the public’s, 
using the latter term to cover the national welfare 
in a sense which is more inclusive than either of 
the other categories.!® 

We propose to balance the possible gain to pro- 
ducers against the possible loss to consumers and 
then to inquire whether there is any other aspect 
of public policy which materially affects the con- 
clusion. The ground-work for a study of the present 
wool tariff has been laid in Parts I and II, which 
dealt, respectively, with conditions in the wool- 
growing industry at home and abroad and with the 
history of the wool tariff, including the Act of 1922 
Even when all the facts have been ascertained, how- 
ever, it is not always easy to interpret them. 

Judgment must be exercised as to the important 
issues to be treated, and the relative weight of the 

* For example, if it is necessary to increase the production of 
wool to make the United States less dependent on foreign sources 


of supply in war-time, a duty benefits, to the extent that it secures 
the desired end, producers and consumers alike. 


ELEMENTS OF WOOL TARIFF PROBLEM 191 


facts established. Thus it comes about that even 
a scientific inquiry, when it deals with a subject so 
contentious as the one under consideration, must 
partake of the nature of a forum where both sides 
are given an opportunity to be heard. However, 
the principal issues can be made so clear, and the 
essential facts so firmly established, that any dis- 
sent from the conclusion must arise from a differ- 
ing emphasis on the various elements of the 
problem. 

Before striking the balance of gain and loss from 
a wool duty we must consider some of the proposed 
“scientific” bases for a duty. If there were any 
mathematical or statistical rule by which the proper 
amount of duty on a commodity could be ascer- 
tained, it would greatly simplify the work of tariff 
makers. ‘Tariff revision would become the appli- 
cation of an all-embracing formula, and tariff con- 
troversies would be merely arguments over detail. 
The hope for such a settlement of major issues 
has been so often expressed, and the announcement 
of the discovery of such a rule has been so confi- 
dently made, that we ought not to ignore that phase 
of the problem. 

After considering different proposed bases for 
a duty, we shall ask what influence a wool duty 
exerts upon the sheep industry. If it raises the 
price of wool we must inquire how much it stimu- 
lates the domestic output. The nature of the de- 
mand for and supply of the products of the industry 
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must be examined, and specific effects of different 
rates of duty must be estimated. Then we must 
follow the wool through the various stages of manu- 
facture and sale to ascertain the effect of the duty 
on these departments of industry, and to find out 
whether the prices of wool products, especially 
clothing, are raised to the ultimate consumers. 

Even an accurate balance of gain and loss to 
producers and consumers will not, however, solve 
the problem finally. We must weigh all other per- 
tinent facts and decide whether they tell in favor 
of, or against, the duty. The wool duty has been 
called “the keystone of the arch of protection.” 
An attempt will be made to consider it, so far as 
possible, apart from its political connotation, and 
to recommend a policy which shall be both benefi- 
cial in its long-run effect and practical in its im- 
mediate application. 


CHAPTER VIII 
PROPOSED BASES FOR A WOOL DUTY 


It has been shown in preceding chapters that the 
attempt to maintain the present volume of wool 
production in the United States means that the last 
increments of the output are produced under con- 
ditions less advantageous than those under which 
the bulk of the wool is grown in the chief competing 
countries. Now two questions naturally arise: 
first, whether it is possible to measure this disad- 
vantage accurately; and second, whether if a quan- 
titative expression of the disadvantage can be se- 
cured it is a suitable basis for a duty. More ex- 
tensive investigations for tariff purposes have been 
made of the cost of producing wool than of any 
other commodity, and earnest attempts have been 
made to apply the “cost rule” in fixing duties. In 
this chapter the difficulties encountered in this pro- 
cedure will be shown, and other bases for a duty 
will be considered. 

It will appear that the duties levied upon wool 
have been empirical and experimental in character, 
and that there is no scientific method of determin- 


ing the proper rate of duty. The way will then be 
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cleared for the consideration of the actual effects 
of a duty. 


I. ‘‘DIFFERENCE IN COST OF PRODUCTION’’ AS A 
BASIS FOR THE DUTY 


The most widely advocated basis of a protective 
tariff is “the difference in cost of production at 
home and abroad.” This phrase is used very loosely, 
but those who advance the theory usually profess 
to desire to establish “equality of competitive con- 
ditions.” They do not seek to enact prohibitory 
duties, so they say, but to allow competition in the 
home market ‘fon even terms” between the domestic 
and foreign goods. The first difficulty in applying 
this theory is to secure accurate costs. To carry 
out the program rigorously would require investi- 
gations on a scale never attempted. The estimates 
submitted as “costs” by interested parties are sel- 
dom worthy of scientific consideration. Foreigners 
can hardly be expected to co-operate in furnishing 
cost figures which are to be the excuse for raising 
duties against their products; and the expense of 
conducting all such investigations is very great. 
Costs are constantly fluctuating, moreover, so that 
the work must frequently be repeated. It is suffi- 
ciently difficult to secure accurate costs for the home 
production. 

Assuming, however, that the costs can be secured 
and that the labor and expense are not prohibitory, 
what costs are to be taken as the basis of the tariff 
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rate? The difference between costs of foreign pro- 
ducers is so great, the variation in the costs of the 
domestic producers is also so large, and the question 
of the separation of costs between joint products, 
as in the case of wool and mutton, is so difficult, 
that the duty which will actually represent the 
“difference in the cost of production at home and 
abroad” is extremely difficult to ascertain. Thus 
there is enough trouble in applying such a theory 
even if another problem did not arise—namely, 
what degree of ineffectiveness should be supported 
by the tariff. It is apparent that the less efficient 
a domestic producer is, the higher his costs will be, 
and the greater his claim, under this theory, to 
tariff support. 

Assuming, for the moment, however, that it is 
possible and feasible to secure foreign and domestic 
costs of wool production, and that it is desired to 
encourage the production of wool in this country 
under the prevailing disadvantageous conditions, 
how shall we go about the task of determining the 
cost of production? It is obvious that it is not 
easy to determine just what constitutes the cost 
of producing one of two joint products like wool 
and mutton. Some of the most interesting and 
difficult questions connected with the wool duty 
center about this issue. The manner of determining 
the cost is of paramount importance if difference 
in cost is to be used as the basis of the duty. A 
divergence is shown between the practice of the 
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Tariff Board of 1911 and of the present Tariff 
Commission. 


II. THE TARIFF BOARD AND TARIFF COMMISSION. 
METHODS OF COST ALLOCATION COMPARED 


The method of ascertaining the cost of produc- 
tion of wool which was adopted by the Tariff Board 
in 1911 is open to serious objection. The method 
was as follows: The receipts from other sources than 
wool were set off against the total expenses of sheep 
husbandry, and the difference was called the “cost” 
of producing the wool. There are thus three factors 
in the problem, the returns from wool, the returns 
from other sources (principally mutton and lambs), 
and the expenses per head. A change in any one 
of the three will cause a change in the net cost 
per pound of wool.t The weakness of the method 
was freely admitted by the members of the Board, 
but it was maintained that there was no method 
which was essentially more accurate. As the report 
on Schedule K says: 


The conclusion is inevitable that when the wool- 
growers’ receipts are derived partly from wool and 
partly from mutton, it is impossible to apportion 
the cost between the two products and that there- 
fore we can not obtain a result which can accurately 
be termed the cost of producing a pound of wool. 
However, this need occasion no concern, since the 
bearing of the receipts from wool on the returns 
from flock husbandry, as carried on in the region 


*See Appendix D. a Viola temoata Los 
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under consideration, can be ascertained and the 
object of this investigation can thus be accom- 
plished. 


The Tariff Board method of ascertaining cost 
ascribes all the profit of the industry to one of the 
products. If the converse of the method were used 
to ascertain the cost of mutton, all the profit would 
be ascribed to that product. If we should wish 
to obtain the cost of both of the products at the 
same time in order to determine the “proper” (based 
on difference in cost of production) duties on wool 
and mutton respectively, we should be confronted 
with a duplication in our figures which would en- 
tirely nullify the results.* 

The Tariff Commission method was superior to 
that of the Tariff Board of 1910-11. The method 
which was adopted by the Tariff Commission, in 
its investigation of 1919-21, had the advantage of 
being in consonance with the facts of flock manage- 
ment and also of obviating the difficulty mentioned 
above, that of ascribing all the profit to one branch 
of the business. This method was to charge ex- 
penses directly to mutton or wool if it were pos- 
sible to ascertain that they were properly so charge- 
able; the remaining expenses were apportioned to 
mutton or wool in the same proportion that re- 
ceipts from each bear to the total receipts. Some 
expenses—shearing, woolsacks, twine—are evidently 
“wool” expenses, and were charged as such. It was 

®See Appendix D. 
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not possible to allocate any expense directly to 
mutton as there are no such expenses which do not 
also contribute to a better or larger clip of wool. 
Consequently, all expenses except those charged di- 
rectly to wool, were apportioned. This method cor- 
responds roughly with actual practice in flock 
management. The owner incurs them, so far as 
he knows how to do it, in the proportion in which 
they will contribute to the increase in the output 
of each product. If more careful grading of the wool 
will enhance the price, the good manager will in- 
crease the outlay for grading. If better lambing 
sheds or feeding of lambs en route to market will 
improve his crop of lambs, he will incur the neces- 
sary expenses. 


III. RESULT OF USING THE TARIFF COMMISSION’S 
METHOD 


Applying the method of apportionment of non- 
separable expenses on the same basis as receipts, 
the Tariff Commission found the cost of wool in 
1919 to be as shown in the table on page 199.4 

The difference in cost of production between the 
United States and Argentina was 17-% cents per 
pound, in the grease, including interest. Cost fig- 
ures were found in this country for flocks numbering 
699,627 sheep. The average cost per pound of wool 
was $0.4503 including interest, and $0.3723 exclud- 


“Tariff Commission’s Report, The Wool Growing Industry, 
1921, p. 200. 
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Ratio of Receipts Wool Expenses 


(Per Cent) (Per Pound) 
SEG Mutton | Including | Excluding 
Wool and Interest Interest 

Lambs in Cost | from Cost 
IATIZOWA: “tes ence als « 56 AA $0.5450 $0.4370 
@aliiomia yy... ee 82 68 4064 3189 
Coloradome see 43 Bie 4320 3120 
cdlalvopees ern aa. 39 61 4880 4061 
Wiontanamen eee: 61 39 7620 5823 
New Mexico” .... 52 48 3211 2665 
MRexas tensors saan 43 on 3209: 2141 
Wika ee scene te 45 oe 3627 3019 
Washington ...... 32 68 3336 .2708 
Wiyoming: Gee. sce ee 54 46 A834 3906 


“For the year 1918. Representative costs for 1919 not obtained. 


ing interest. The average cost of wool in Argen- 
tina was estimated, by an agent of the Tariff 
Commission who visited that country, at 27-% 
cents a pound. If interest had been eliminated 
from both costs, the difference between them would 
probably have been somewhat less.® 


°The average cost of production of 45 cents per pound for the 
Range States, obtained by the U. S. Tariff Commission in 1919, 
was higher than the average domestic price at several periods 
between 1919 and 1924. In 1920 the price dropped to about 20 
cents per pound, by 1923 it had risen to about 45 cents per pound 
and in July, 1924, it fell again to about 35 cents per pound. Cost 
of production may not have fluctuated as widely as prices but 
presumably it decreased during these years. This illustrates one 
difficulty in using difference in cost as the basis of the duty. The 
figures are obsolete almost as soon as the investigation is finished. 

°' The inclusion or exclusion of interest makes a vital difference. 
The allowance of interest on land owned or of rentals paid is 
objectionable from the tariff point of view. There are two pos- 
sible situations. 

1. When the land can be used for nothing else but sheep raising. 
In this case the value of the land is fixed by the profit of sheep 
raising; it is merely the capitalization at the current rate of in- 
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The diagrams on pages 202-3 illustrate the range 
of costs in the Territory Region in 1918 and 1919. 
These were constructed from the returns of 19 rep- 
resentative companies, since the material is not 
available for a schedule of all the costs obtained by 
the Tariff Commission. That most of these com- 
panies were efficiently managed appears probable 
from the fact that their average cost was $.3968 
per pound of wool in 1918 as against a cost of 
$.4503 per pound for all the wool included in the 
Commission’s investigation, and $.3915 in 1919 as 
against $.4509 for all. The companies are further 
representative in that they are both large and small 
outfits and are distributed among eight states— 


terest of the annual net return from the use of the land. If 
interest (or rent) is allowed as a cost and a high tariff is imposed, 
it increases the profit, raises the valuation of the land and con- 
sequently the interest charge. The higher cost may be made the 
basis of a demand for a still higher duty. 

2. When the land can be used for something besides sheep 
raising. In the case of possible alternative uses for the land, its 
value is not fixed by sheep-raising alone. But if we concede in- 
terest as a cost in such a situation, we are encouraging the pro- 
duction of wool under disadvantageous circumstances. Where 
genuine pastoral conditions exist, the return per acre is usually 
smaller than under the most primitive form of cultivation. The 
farm sheep industry is usually such a subsidiary undertaking that 
the interest (or rent) to be charged to the flock is quite negligible. 

It is probably not feasible to eliminate interest in cost com- 
parisons between countries, because we cannot determine the 
exact extent to which the profit of the sheep industry helps in each 
case to establish the current return on land. Nor can we tell 
the degree to which the profit in the sheep-raising industry helps to 
establish the rate of return which is considered adequate for 
industry in general. It is evident, however, that in allowing in- 
terest on the investment in land and to some extent also in 
allowing it on the investment in the sheep, we are “begging the 
question.” The very thing which we accept as a criterion of 
disadvantage may be due to the profit of the industry. 
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Colorado, Wyoming, Utah, Idaho, Montana, New 
Mexico, Washington and California. The average 
price received for the wool shown in these charts 
was $.5389 per pound in 1918 as against $.5427 
received for all wool included in the investigation, 
and $.5148 per pound in 1919 as against $.5260 
for all wool the cost of which was ascertained. The 
figure on page 202 represents 1,252,229 pounds or 
22 per cent of all the wool included in the Com- 
mission’s study of costs in the Territory Region in 
1918, and the figure on page 203 represents 1,247,- 
631 pounds or 44 per cent of the total amount 
covered by the 1919 investigation. 

The supply schedules given in these charts por- 
tray the typical dispersion of costs among com- 
panies. They are similar in shape to the charts 
constructed upon the basis of the costs collected 
by the Tariff Board in 1910-11. They emphasize 
the fact that in any year a portion of the out- 
put is produced at a cost greater than the market 
price. In 1918, 16 per cent of the wool shown in 
the chart was produced at a cost greater than the 
average price received, and in 1919, 37 per cent was 
so produced. It is not strange, therefore, that when 
the price of wool fell precipitously in 1920-21, the 
output of wool declined rapidly.’ 

The bulk of the wool here represented was pro- 
duced at a higher cost in 1919 than in 1918. The 
average was kept at the same level in 1919 as in 

™See Chapter V. 
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1918, however, by the fact that costs were lowered 
at both extremes—among both the lowest cost and 
highest cost producers. Also, it should be noted the 
Cost or Propuction or Territory Woot, 1918 
(Cumulative) 


COST IN CENTS FER POUND COST IN CENTS PEP POUND 
Ke 


6 
THOUSANDS OF POUNDS PRODUCED 
Courtesy U. S. Tariff Commission 


average cost (including interest) of all wool included 
in the Commission’s investigation was approxi- 
mately the same in both years—45 cents. But the 
figure for 1919 indicates clearly a tendency toward 
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higher costs, which was reversed suddenly by the 
deflation of 1920. 
The ratio of cost to price in 1918 (for all wool 


Cost or Propucrion or Territory Woot, 1919 
(Cumulative) 


ton INCENTS PER POUND COST IN CENTS PER Baas 


= 400 1000 72b0 
TOC dete oo Peo PROCEED 


Courtesy U. S. Tariff Commission 


included in the Commission’s investigation) was 5 
to 6—cost 45 cents and price 54 cents. If this 
same ratio still prevailed in 1924, the average cost 
per pound must have been about 30-35 cents, as 
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the market price of Territory wool was 36-42 cents 
per pound in the grease. It is certain that costs 
were much below the 1918-19 level; otherwise one- 
half of the output would have been produced at a 
cost greater than the average price. 

The charts illustrate the difficulty, mentioned 
above, of determining what cost is to be taken as 
typical of domestic costs when it is desired to equal- 
ize foreign and domestic costs by a duty. If the 
arithmetical average were selected (approximately 
39 cents in both 1918 and 1919), a large number of 
domestic producers and a large proportion of the 
output would be left unprotected. The selection of 
45 cents (average cost for all wool investigated) 
would still leave some presumably efficient produc- 
ers exposed to foreign competition. And the selec- 
tion of a bulk line, as for example 55 cents or 60 
cents, would be purely arbitrary; and even then 
a portion of the mdustry would be above the 
margin. 


IV. INCONCLUSIVE NATURE OF THE RESULT 


Even if all other objections are ignored, the result 
of the Tariff Commission’s investigations is incon- 
clusive for two reasons. First, no costs were secured 
from Australia, although that country is the lead- 
ing competitor. Second, the Tariff Commission 
method does not eliminate entirely the first objec- 
tion made to the Tariff Board method, namely, 

*See Chapter V. 
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that a change in the proportion of receipts from 
wool and mutton respectively, changes the “cost of 
production” of wool. The cost in the state of 
Washington, where 68 per cent of the total receipts 
came from mutton and lambs, was only $.3336 per 
pound. A slight increase in the receipts from mut- 
ton in Washington would have reduced the “cost” 
of wool in that state to as low a point as the Ar- 
gentine cost. The price per pound which the 
growers of Montana received for their wool in 1919 
was $.5884 (higher than the average for any other 
state) according to the Tariff Commission’s figures, 
but the ratio of receipts from wool was so high— 
61 per cent as against 39 per cent for mutton re- 
ceipts—that the “cost” of wool was $.762 per 
pound.® It would require an enormous duty to 
offset such a production cost. The “cost” of wool 
is almost uniformly lower where the proportion of 
receipts from mutton and lambs is high. 

The duty of 31 cents per scoured pound, fixed by 
the Act of 1922 does not, therefore, represent any 
scientifically ascertained difference in costs. So far 
as it is something other than the result of political 
influences it is a guess, based upon information 
fairly complete upon the domestic side but utterly 
inadequate upon the foreign side. 

The Tariff Commission method is merely the most 
convenient working formula. There is no better 


* A net loss was shown for Montana growers unless interest were 
excluded, in which case a profit of $.13 per head was secured. 


206 THE TARIFF ON WOOL 


way of fixing tentative “costs” than apportionment 
of joint expenses on the basis of receipts for the 
respective products; yet because of the constantly 
changing relations between the products the effects 
of duties based on such assumed “differences in 
cost” must be extremely variable.1° But even if 
the true differences in costs had been found, that 
does not prove the desirability of maintaining the 
part of the domestic industry which operates at 
such a great disadvantage. That depends upon 
questions of public policy which we must later . 
consider. 


V. OTHER PROPOSED FORMS OF DUTY 


The proposal has been made that the difference 
in cost per head of raising sheep in this country and 
foreign countries should be found—this difference 
to be offset by an ad valorem rate on both mutton 
and wool. Irrespective of any merit which this 
method may have, it can only be earried out through 
an ad valorem duty, which has never been accept- 
able. The wool growers fear undervaluation of 
the imported wool, and the manufacturers regard 
an ad valorem duty on wool as an unsatisfactory 
basis for compensatory rates on woolen goods. 

Exclusion of foreign wool is not proposed by even 
the most enthusiastic advocates of a high duty on 
wool. It might be possible to enact a duty which 
would be absolutely prohibitive of imports, but 

See Appendix D. “See Chapter XI. 
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domestic manufacturers are to a large extent de- 
pendent upon foreign grown wool. About half of 
the wool consumed by the American woolen and 
worsted mills comes from outside our borders. Spe- 
cial varieties of wool are demanded, also, which 
cannot be supplied by the domestic wool growing 
industry. In the course of economic development 
this country has come to have trade relations with 
certain wool growing countries, and it would dis- 
turb this trade and tend to curtail our exports if 
we should stop all such foreign purchases. 

The determination of the rate of duty which will 
produce the most revenue for the Government is 
possible, within limits. In attempting to fix such 
a duty, however, we should be forsaking the point 
of view of those desiring protection for the wool 
industry. It is evident that as the imports of wool 
are reduced the protection to the domestic indus- 
try increases, while the Government cannot secure 
a large revenue from the tariff unless the imports 
continue in considerable volume. The purposes of 
protection and revenue-production are, to a large 
extent, contradictory. A tariff-for-revenue cannot 
be considered a scientific way of protecting the 
domestic wool growing industry. 

The enactment of a rate which will fix a definite 
ratio between the imports and the domestic produc- 
tion is not possible. Conditions are constantly 
changing both at home and abroad. A rate which 
would allow 40 per cent of the domestic consump- 


208 THE TARIFF ON WOOL 


tion to be imported next year might admit 60 per 
cent the following year. 

All the important elements in competition—the 
difference in cost of production at home and abroad, 
conditions governing the demand and supply of 
the product, relative prices, marketing advantages, 
and other factors !* must be considered in fixing a 
rate which will permit equality in competition be- 
tween home and foreign producers. Even then the 
rate cannot be fixed with exactness. Moreover, 
even if it is determined in such a manner as to 
convince producers of its essential fairness, the case 
in favor of such a rate is not proved. We have still 
to settle the question whether it is advisable to 
encourage competition on those terms. 

In spite of the impossibility of securing any gen- 
eral agreement upon a “scientific method” of levy- 
ing the tariff, any rate which raises the price of 
wool will help domestic producers. The duties on 
wool, which have been imposed for such a long 
period, usually have had the effect of raising the 
domestic price distinctly above the level of the 
foreign price.t® Often the margin has not been 
equal to the duty. However, variations in quality, 
and in the care with which the wool was prepared 
for market, frequently have been sufficient explana- 
tion of failure to secure a price higher by the full 


™See Page, Thomas Walker, Making the Tariff in the United 
States (Publications of the Institute of Economics, Washington), 
1924, pp. 218-9. 

2 See Chapters V and VI. 
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amount of the tariff. At other times the market 
conjuncture has robbed the duty of its full effect. 
In the case of the present duty it is a fair question 
whether the rate has not been placed so high as 
to fail of its full effect through some elasticity in 
the demand for woolen products. 

The fact that the wool duty has raised the domes- 
tic price of the product is, however, the most im- 
portant fact to wool growers. Therefore, attempts 
to construct a tenable theory with which to recon- 
cile opposing views on tariff rates may be laid aside. 
We should attempt to discover how much real as- 
sistance is given to wool growing by an experi- 
mental and “unscientific” rate. 


CHAPTER IX 


EFFECTS ON SHEEP HUSBANDRY OF A DUTY 
ON WOOL 


It is proposed to discuss in this chapter the effects 
upon the sheep raising industry of a duty on wool. 
It was shown in the preceding chapter that thcre 
is no scientific method for the establishment of a 
correct rate of duty, but it was stated that any 
rate which raises the price helps the domestic in- 
dustry. It will now be shown that even though the 
price may be raised by a duty, no great increase in 
output is to be expected at the higher price. The 
effects of the retention, increase, or reduction of 
the present rate of duty will be estimated as closely 
as possible, and the probable developments in the 
absence of a duty will also be outlined. 


I. THE DEMAND FOR AND SUPPLY OF WOOL 


The influence which a wool duty exerts upon 
sheep husbandry is consummated, first, through a 
change which it brings about in the supply of wool 
by the stimulus of a higher price; second, through 
a probable decrease in the demand for wool as a 
higher price range is attained; third, through an 
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increase in the supply of mutton and lamb as the 
number of sheep is increased to take advantage of 
the higher price of wool; and fourth, a possible 
drop in the price of the meat consequent upon an 
augmentation of the supply. Consequently, the 
subject matter of this chapter is constituted largely 
of an analysis of demand and supply. Mutton and 
lamb are just as important as wool, but since the 
latter is traditionally the main product, we shall 
turn attention to it first. 

The demand for wool usually continues at first 
but little diminished in the face of an increase 
in the price... The experience with the tariff on 
wool has demonstrated that the domestic price is 
usually raised to the full extent of the duty,—when 
differences in grade and condition between the 
domestic and the foreign article are taken into 
account. This indicates that the price can be raised 
by a duty without materially decreasing the domes- 
tic consumption.” . If the domestic wool-growing 


*There is a strong presumption that the demand for wool is 
inelastic. That is, changes in the price cause a less than propor- 
tionate change in ‘the amounts purchased. If the price rises, the 
natural tendency is toward a decrease in the amount taken and 
vice versa; but when the demand is inelastic, an increase of 1 per 
cent in the price may cause, for example, a decrease of only %4 of 
1 per cent in the demand, while a fall in the price of 1 per cent 
would only cause *4 of 1 per cent more of the commodity to be 
taken. With an elastic demand, on the other hand, a change in 
the price causes a more than proportionate change in the amounts 
purchased. If substitutes are readily available for a particular 
commodity, the demand for it is likely to be elastic. There is a 
greater possibility of substituting other food products for lamb 
and mutton than of substituting other textile fibers for wool. 

2That this rule is subject to some limitation is indicated by 
experience under the Tariff Act of 1922. (See Chapter VI.) It 


212 THE TARIFF ON WOOL 


industry increases its output it can, therefore (pro- 
vided domestic grades are largely comparable with 
those now imported) supplant much of the foreign 
wool and enjoy the benefit of the protection 
granted. 

The domestic wool-growing industry produces 
grades of wool which can be thus utilized when a 
duty is effective in enlarging the output and re- 
ducing the amount of foreign wool used. The wools 
of Australia, New Zealand, and, to some extent, 
those of South Africa and Great Britain, are com- 
petitive with wools grown in the United States. 
The fine wools of Montana, Wyoming, Idaho, and 
Oregon meet with direct competition from the 64’s- 
70’s wool imported from Australia. The Merino 
combing wools of Australia compete with the De- 
laine wools of the Ohio region, Merino wools of 
Montevideo with Ohio fine clothing, and the Sydney 
and Adelaide 64’s with “Michigan fine combing.” 
The amount of domestic wool which competes thus 
directly with the foreign fine wool is variously esti- 
mated at 30,000,000 to 90,000,000 pounds annually. 
The possibility of using an increased output of 
domestic wool in the case of a reduction of imports, 
is undeniable. 

The world conditions of supply of and demand 
for wool also point to the future effectiveness of a 


is quite possible that the demand for certain grades of wool is 
elastic, or that when the price of wool rises beyond a certain point 
the demand becomes elastic. 
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wool duty. The supply of wool is less than for- 
merly, both absolutely and relatively to the demand. 
The per capita consumption of wool decreased 
considerably in the years before the beginning of 
the European War, but the price was well main- 
tained. The substitution of other materials for 
wool may have worked toward the decrease in per 
capita consumption; but it is probable that such 
substitution has proceeded about as far as it will. 
Large quantities of cotton and reworked wool are 
now used by the woolen and worsted industries (par- 
ticularly the former), and great skill has been exer- 
cised in the creation from such materials of fabrics 
having a good appearance and durability. The 
standard of living is rising in many countries, how- 
ever; and as the better goods are usually those hav- 
ing a higher percentage of wool (either new or the 
better grades of reworked) it is probable that the 
demand for them will considerably increase. Japan, 
for instance, uses 100,000,000 pounds more of wool 
annually than before the war. All the conditions 
point to a strong demand for wool in the future. 
The supply is, of course, responsive to price. 
A stronger demand manifesting itself in a higher 
price might increase the production, especially in 
Australia or South Africa. This could, however, 
only be at greater cost, under the conditions exist- 
ing in those countries. The increase of agricul- 
ture is a sign of diminishing returns from wool 


®See Chapter III. 
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production, for it represents the choice, by a grow- 
ing number of persons, of the former as a more 
profitable occupation than the latter. Both the 
change in the nature of the wool produced through- 
out the world—the tendency toward crossbred— 
and diminishing production, will tend to lessen the 
severity of the foreign competition to which domes- 
tic producers of fine wools are subjected during 
the period of transition from range to farm sheep 
raising.* 

Up to this point our analysis has indicated that 
conditions are favorable to a large increase in the 
domestic output of wool through the appheation of 
a protective tariff. However, one important point 
has not been touched upon. Nothing has been said 
to indicate that the costs of additional supplies of 
wool and mutton might not be the same as costs 
of previous units of the output. This is obviously 
contrary to fact so far as the range industry is 
concerned. 

Conditions governing the domestic supply are un- 
favorable to an increased output. All the condi- 
tions in the Far West indicate that the sheep 
industry has been pushed into the stage of diminish- 
ing returns. More profitable uses for the land are 
constantly appearing; the investment in fixed eapi- 
tal has multiplied; more herders are necessary in 
proportion to the number of sheep; and a greater 
amount of raised feed must be used. If the in- 

*See Chapter I. 
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dustry is expanded these costs will rise even higher. 
The farm sheep industry stands in a different posi- 
tion. In so far as it can be expanded by the use of 
roughage and surplus fodder, costs will be constant 
rather than increasing. It cannot be greatly ex- 
tended, however, without competing with other lines 
of production for the use of land, capital, and 
managerial ability. Some increase seems possible, 
however, without such encroachment. But wool is 
the by-product of a by-industry in this case, and 
a rise in its price will have less influence in ex- 
panding the farm flocks than a rise in the price of 
lamb and mutton or a drop in the price of other 
farm commodities, particularly dairy products. A 
quantitative estimate concerning the effect of a 
duty must be postponed until later in this chapter. 
It may be noted at this point that the tendency 
toward increasing costs will go far toward keeping 
down the desired growth in domestic supply. 


II) DEMAND FOR AND SUPPLY OF MUTTON AND LAMB 


In forming a judgment as to the probable effect 
of a wool duty, the demand for and supply of 
mutton and lamb are fully as important as the same 
conditions with respect to wool. While the industry 
is depending more and more upon receipts from 
the meat, the market for it is narrowly restricted 
both by its price and the prejudice of a large group 
of consumers. The per capita consumption of mut- 
ton and lamb in the United States is small. For 
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the 10 years from 1912 to 1921 it averaged only 
6.2 pounds, while in the United Kingdom during 
the period 1895-1908 it averaged 26.7 pounds.? 
In Canada in 1910 the per capita consumption was 
9 pounds; and in France the latest figures, for 1904, 
place it at 9 pounds. The greater part of the lamb 
and mutton eaten in the United States is consumed 
in the cities east of the Allegheny mountains. 
California also takes a fair proportion of it, but the 
great central and western areas of the country con- 
sume little. Moreover, consumption of all meat has 
declined in the United States from 167.4 pounds per 
capita in 1907 to 162.3 pounds in 1924. So far has 
the tendency toward the substitution of other foods 
proceeded, with the rising cost of meat, that the 
producers have inaugurated extensive advertising 
campaigns to stem the tide. 

If the flock owners appreciably increase the num- 
ber of sheep, in an effort to reap greater returns from 
the higher price of wool, they face the necessity of 
disposing of a larger number of lambs in a market 
which will not readily absorb them. By withhold- 
ing ewe lambs from market for two or three years in 
order to increase the flocks, the supply of Jambs for 
slaughter would be temporarily reduced; and if 
demand remained the same, the price would rise. 
In the long run, however, the supply of lambs would 


be increased, and a drop in the price would follow. 


°U. S. Department of Agriculture, Department Circular 241, 
Food Animals and Meat Consumption in the United States, by 
John Roberts, 1922, p. 18. 
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The chart on pages 218-219 shows the close inverse 
correlation which exists between the number of 
sheep slaughtered and the price. 

This does not prove that the demand for mutton 
is either elastic or inelastic. It does, however, in- 
dicate that a considerable degree of elasticity would 
be necessary to prevent serious losses by the sheep- 
men from a fall in the price of mutton if the flocks 
are greatly expanded.® 

So many factors enter to disturb the calculations 
that it can not be proven statistically that at any 
period in the history of the sheep industry of this 
country an increase in the price of wool, when fol- 
lowed by a growth in the number of sheep, has at 
first caused a higher price of lamb and mutton 
through ewes and lambs being withheld from 
slaughter, and later, when more lambs were sent to 
market in consequence of the enlarged flocks, a 
lower price for the meat. Fluctuations in the 
general price level, droughts and other climatic con- 
ditions, the price situation in other livestock indus- 
tries (since beef and pork compete to some extent 
with mutton, although only slightly with lamb), 
wars and other events which have changed the 
direction and amount of international trade in these 

*“So far as mature mutton is concerneed consumers demand 
even less than they require of mature beef. Even in the case of 
lamb there is a well-defined limit to urgent demand and when 
that demand has been satisfied, the value of the entire production 
depreciates at a ratio out of proportion to the excess.” Poole, 


J. E., “Twenty-five Years of Progress in Sheep Husbandry,” The 
National Wool Grower, November, 1924, p. 19. 
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commodities—all these factors prevent the accumu- 
lation of the data necessary to test the rule. How- 
ever, for almost all of the time during the last 35 
years the index number * of wool prices in this coun- 
try has been substantially above the index for “all 
commodities,” while the index number of mutton 
prices has been well below “all commodities.” There 
has been practically no foreign competition in mut- 
ton or lamb, to curtail the domestic production, 
while there has been foreign competition in wool in 
spite of the tariff. If, in the face of these conditions, 
the price of wool was so much better than the price 
of lamb and mutton relative to “all commodities,” it 
is good evidence that the raising of sheep for the 
purpose of meat production could not have been 
much expanded. An enlargement of the flocks 
would have depressed the price of mutton even if it 
did not affect the price of wool.§ 


"Bureau of Labor Statistics Index Number; Base, 1890-99. 

* At the convention of the National Wool Growers’ Association 
in San Francisco in January, 1925, F. J. Hagenbarth, President, 
expressed the opinion that the demand for wool would justify an 
increase of our sheep flocks by about 15,000,000 head. With this 
view S. W. McClure, former secretary of the Association, dis- 
agreed. Writing in the National Wool Grower for March, 1925, 
Mr. McClure said: 

“T note that at the national convention in San Francisco it was 
stated that there was room in the United States for about 15,- 
000,000 more sheep. I feel that this is bad advice, for it would 
result in decreasing the price of lambs by around 50 per cent. 
If our sheep stocks were to be increased by 15,000,000, it would 
mean an increase of ewes by 12,000,000 head, that ought to yield 
annually 7,000,000 marketable lambs, after making deduction 
for loss and carry-over to maintain the stock. We are now 
slaughtering in this country around 14,000,000 sheep a year. An 
increase of 7,000,000 would be just 50 per cent. In my judgment, 
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The sheep business is known as one of sharp 
fluctuations and vicissitudes. The cycle of pros- 
perity and depression in the industry usually lasts 
about nine years °—that is, it is nine years from 


a 50 per cent increase in lambs would mean a decrease of fully 
50 per cent in the present price of fat lambs. In my opinion, tf 
our lamb supplies were increased by even 2,000,000 head, a re- 
markable decrease in the price would follow. Aside from the 
decrease in price, there would be increased cost of handling all 
the sheep in the West.” (The italics are ours.) “Labor would be 
scarcer, pasture rentals higher, hay and grain dearer. In every 
way the cost of handling sheep would be increased; yet the in- 
come, by reason of overproduction, would be decreased. 

“Anyhow, I am of the opinion that the ranges of the West are 
fully stocked, or nearly so. If there is any spare range, someone 
will find it, and, if they do not, no harm will be done, as some of 
our range needs a short rest. 

“Let us not lose sight of the fact that the lamb market is 
extremely fickle. The appetite for lamb is not general. Only a 
small portion of our people eat lamb, and before the general 
public will eat lamb it must sell at about the same price as beef 
or pork, which would be far below cost of production. 

“As to the wool side of the question, there is no shortage of 
wool, when the situation is analyzed. We import about one third 
of our wool used for clothing; but remember that much of this 
consists of grades of wool that we do not produce in this country 
—70’s and above, 40’s and below, and wools having peculiar 
qualities. When these grades are subtracted from our imports, 
it is seen that we are fairly well taking care of domestic needs 
with domestic wool. 

“The law of supply and demand regulates prices, and any 
increase means lower prices.” 

* Cyclical Trends in the Sheep Industry, Monthly Letter to 
Animal Husbandmen, Vol. 5, No. 12, March, 1925, Published by 
Armour’s Livestock Bureau, Chicago. This bulletin states that: 
“The best measure of prosperity in the sheep industry is not the 
simple price quotation at any given time. Prosperity for the 
wool grower depends on the volume of necessary commodities 
which a given unit of his sheep will purchase.” Accordingly the 
cycles of purchasing power of sheep in terms of other commodi- 
ties were studied. It was found that since 1867 there have been 
six cycles, “although the first two are not definitely separated.” 
“The first peak was reached in 1874, and the others respectively 
in 1883, 1892, 1899, 1908, and 1917. The period from peak 
to peak is nine years, as is the period from trough to trough, 
although the latter is less regular,” 
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the peak of prosperity through the trough of depres- 
sion to another peak of prosperity. These cycles 
appear to have no definite relation to the tariff. 
Rather, they seem to occur because the sheep busi- 
ness is one which is easily “overdone.” Flocks can 
be expanded or contracted quickly. Discouraging 
conditions soon cause reduction of the numbers; 
shortage of the products then causes their prices to 
rise, and, in the rush to get into the business again, 
the sheepmen soon reach an undesirable point of 
expansion. In this adjustment of production to 
demand, mutton and lamb must be watched as care- 
fully as wool. Wool production can be expanded 
only when, and insofar as, the lamb and mutton 
market (as well as the demand for wool) will 
permit.?° 

The history of the meat industry in the United 
States in recent years indicates that the most the 
sheep husbandmen can expect is to keep the per 
capita consumption at its present point. This will 
mean a gradual increase in the number of sheep and 
lambs slaughtered annually to keep pace with the 
increase in population. This is based on a further 
assumption—namely, that the domestic market will 
continue to be supplied by domestic producers. 
Hitherto, the prejudice against frozen mutton and 
lamb has been so great that imports have been 


* This requires some qualification because wool production can 
be somewhat extended by the keeping of wethers if wool prices 
are very high. 
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negligible. Only in the years immediately following 
the late war have the imports been of consequence, 
and even then the demand for the frozen product 
was so slight and stocks accumulated so rapidly that 
large quantities were re-exported. 

Great Britain imports frozen mutton and lamb in 
huge amounts, however, and the United States may, 
in time, follow her example. If, as seems probable, 
the demand for lamb and mutton is somewhat 
elastic, a duty upon those products! would raise 
the price by less than the duty.!?. Therefore, unless 
the whole tendency in food consumption of the past 
two decades is reversed, the sheep owners of this 
country can not rely upon much expansion in the 
demand for one of the co-ordinate products of their 
industry. And if they increase the flocks to any 
great extent, the drop in the price of lamb will 
neutralize part of the gain in the returns from 
wool.'? 


4 Tariff Act of 1922, Paragraph 702. Fresh mutton 2% cents 
per pound; fresh lamb 4 cents per pound. 

“Tf the demand is elastic a small increase in price will cause 
extensive substitution of other food products for lamb and 
mutton. 

* The conclusion seems inevitable that whether the demand for 
lamb and mutton is elastic or inelastic, the sheep raisers can not, 
even under present conditions when they are in undisputed pos- 
session of the home market, hope for a large increase in profits 
from the meat department of their industry. In the case of an 
inelastic demand, any attempt to market larger numbers of lambs 
will cause the price to decline rapidly. If the demand is elastic 
the price will fall more slowly in the face of a greater number 
of lambs slaughtered; yet the tendency, even then, will be for 
the price to decline. 
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III. EFFECTS UPON SHEEP HUSBANDRY OF 
DIFFERENT RATES OF DUTY AND OF FREE WOOL 


It has been shown that a duty increases the pro- 
duction of wool in the United States, but that the 
effect, even of a high duty, is not very marked.** 
It is now pertinent to ask just what results would 
follow the retention of the present rate, a higher or 
lower duty, or the abolition of all duties. Answers 
to these questions can not be made dogmatically. 
It has long since become apparent, from this study, 
that many factors may enter to nullify the effect of 
the tariff. There are strong reasons, however, for 
expecting certain definite results from different 
courses of action. 

If the present duty of 31 cents per scoured pound 
is maintained the domestic production probably 
will increase slowly for several years. Under the 
Emergency Tariff and the Act of 1922 there has been 
a slow growth in the number of sheep and output of 
wool. The former increased 5.6 per cent and the 
latter 6.7 per cent between 1922 and 1924. It seems 
reasonable to expect this tendency to continue until 
the margin of production has become thoroughly re- 
adjusted to the duty. Because the number of sheep 


*“Two of our major crops, and one of our major livestock 
roducts, have reached the stage at which increased prices no 
onger bring about material increases in production. These are 
cotton, corn, and wool.” Spillman, W. J., Agricultural Economist, 
U.S. Department of Agriculture, “A Balanced Agricultural Out- 
put in the United States,” The Annals of the American Academy 
cu ae and Social Science, January, 1925, Vol. CXVII, 
0. : 
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and output of wool are both less than the average 
maintained for the last forty years, we are led to 
believe that the readjustment is not complete. Dur- 
ing that time the average number of sheep has been 
47,268,600, and the average annual output of wool 
has been 292,182,000 pounds. The smallest wool 
clip between 1883 and the end of the World War 
was in 1897, when it was only 259,000,000 pounds. 
After the price decline of 1920 the number of sheep 
fell to 36,327,000 in 1922, and the wool clip to 264,- 
560,000 pounds. By 1924 the number of sheep had 
recovered to 38,361,000, and the production of wool 
to 282,330,000 pounds. There is still some room 
for expansion, however, judging by the figures for 
the past forty years, as well as by the following com- 
parison with production prior to and during the 
World War. 


Woo. Propuction IN THE Unitep States By Five Year AVERAGES 


1900-1919 * 
Years Production Years Production 
1900-1904. . .297,343,000 pounds 1910-1914. . .306,064,000 pounds 
1905-1909. . .306,349,000 pounds 1915-1919. ..295,400,000 pounds 


*U. S. Tariff Commission, Report on the Wool Growing In- 
dustry, 1921, p. 49. 


The price of wool is high, relative to the price of 
other agricultural and pastoral products, which 
should cause a trend in the direction of more sheep 
and wool. Furthermore, the world situation, with a 
low production of wool relative to the demand, will 
create a temporarily favorable state of affairs for 
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the domestic producer, even though eventually he 
encounters a greater disadvantage in competition 
with the foreign wool growers. It would be a re- 
versal of the whole trend in wool growing in this 
country for the last forty years, however, if the 
domestic output should rise much above an average 
of 300,000,000 pounds a year. 

A much higher duty, say 50 cents per scoured 
pound, probably would not increase the domestic 
output greatly over the present amount. We must 
not forget that the demand for wool might prove to 
be very elastic as a higher price range is reached. 
The fact that the present duty has not been fully 
effective, and that the demand for wool clothing 
has been slack in 1924 with a consequent depression 
in wool manufacturing, point in this direction. Such 
an elastic demand, coupled with rapidly increasing 
costs, would tend to prevent any notable expan- 
sion of the wool output if the duty were much in- 
creased over the present rate. 

The margin of production has been extended in 
the Range territory nearly to the limit.!® Little 
unused grazing land remains. On the other hand, 
the resources have been injured by unwise and too 
intensive use. The principal way in which sheep 
raising can be extended in the Far Western country 
is by the use of more hay, grain, and root crops 
raised on irrigated ranches and dry farms. An in- 
crease of demand for this feed would mean such a 

*® See Chapter I. 
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rise in its price that the costs would nearly keep pace 
with the mounting price of wool. More wool might 
be produced on farms without a great increase in its 
cost, but “constant cost’? would soon give way to 
‘Increasing cost.” 18 Resources could not be diverted 
from other crops and farm animals to sheep without 
presently raising the cost of the latter. While we 
may expect some growth in the farm output, there- 
fore, the outlook for a substantial increase is not 
roseate. 

If the present duty were abolished, the immediate 
effect probably would be a decrease of 10 or 15 per 
cent in the domestic output. Upon removal of the 
duty we might expect an immediate decrease in 
price. It is unlikely that this drop would equal 
the amount of the duty, for the domestic price has 
not been continuously higher than the foreign by 
the full duty under the act of 1922, The decrease 
would be substantial, however, and enough to sub- 
ject the industry to some temporary embarrass- 
ment, at least. 

After the duty on wool was removed in 1894 the 
domestic output fell about 25 per cent: from 348,- 
538,000 pounds to 259,153,000 pounds between 1893 
and 1897.17 It must be remembered, however, that 
this came at the end of a long price decline and was 
accompanied by general business depression. No 
such result need be expected in the event of free 


**See Chapter II. 
“U.S. Department of Agriculture, Year Book, 1923, p. 1001. 
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wool under present conditions. When the duty was 
removed in 1913, the wool output of the country 
fell about 5 per cent: from 304,043,400 pounds in 
1912 to 290,192,000 pounds in 1914.1* Production 
in the high-cost Ohio Region was reduced by about 
18 per cent, however. The flaw in the comparison 
with present conditions is that the European war 
began in 1914, and the price of wool rose in re- 
sponse to war demand. 

A third case of sudden drop in price was the re- 
cent “disaster of 1920.” The clip of the whole 
country fell from 298,258,000 pounds in 1919 *® to 
264,560,000 pounds in 1922, or 11.2 per cent.*° An 
objection may be raised in regard to the value of 
these figures, also, in that the Emergency Tariff of 
1921 and the Act of 1922 followed to prevent a 
further decrease. All these instances, however, 
establish a strong presumption that a sudden fall 
in price would be quickly followed by a decrease in 
output. It is more than likely, therefore, that there 
would be at least a temporary decrease if the present 
duty were removed. 

The Tariff Commission investigation of costs in 
1918 showed that 5 per cent of the wool in the 
Range States was produced at a loss.2*_ This propor- 

* See Chapter V. 

* 1919 figure is taken because the crisis occurred before the 
shearing was completed in 1920 and the clip may have been some- 
what less on that account. 

*U.S. Department of Agriculture, Year Book, 1923, p. 1002. 


™U. 8. Tariff Commission, The Wool Growing Industry, 1921, 
Table XXX, opposite page 201. 
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tion probably was minimized by the fact that the 
costs were averaged by states. Now, 1918 was a 
prosperous year for the wool growers. Though costs 
were high, prices were even higher by comparison. 
If 5 per cent of the Range States wool growers were 
“above the margin” then, and 7 per cent were in a 
similar position in 1910,?? at least a like number may 
be assumed to produce at a loss now. The fact that 
when a new equilibrium is reached, a like propor- 
tion might still be found producing at a loss,?? does 
not invalidate the conclusion that the output would 
be lessened by a decrease in price. The temporary 
depression would probably eliminate some producers 
who are “on the margin,” as well as those now above 
the margin. It is because of these facts and in view 
of the history of the industry in 1894-97, 1912-14 
and 1919-22, that the prediction is made that re- 
moval of the present duty would cause a decrease 
of 10 or 15 per cent from the present level of do- 
mestic production. 

One other possibility remains—that is, a decrease 
in the duty rather than a complete abolition of it. A 
reduction of the rate from 31 cents per scoured 
pound to 22 cents per scoured pound, for example, 
probably would cause very little decrease in the 
domestic output. We have little to guide us here, 
in the history of the industry since the Civil War. 


See chart on p. 127. 
* Cost studies generally have shown a number of producers 
operating at a loss. 
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Changes in the tariff, aside from those we have al- 
ready considered, have been so slight as to have 
little significance. Obviously, however, reduction 
of the duty would not exert as strong an influence 
toward a reduction of the output as abolition of 
the duty. And complete removal, as we have seen, 
probably would not bring about a great change. 
Even if free wool is adopted as a permanent 
policy, the United States will continue to have a 
large output of wool, The estimates which have 
been made above, concerning the effects of different 
rates of duty and of free wool, have dealt primarily 
with the immediate or short-run outcome. There 
are natural forces at work, however, which will con- 
tinue to operate, in the long run, irrespective of 
tariff policy. Their effect may be partially neutral- 
ized for a time by a duty, but they influence produc- 
tion so strongly that in the end they will outweigh 
the tariff. It has been shown that there is an 
irresistible tendency in the western United States 
toward curtailment of the range sheep industry 
through the encroachment of agriculture. We have 
seen, also, that even in the absence of tariff assist- 
ance this country will continue to produce a large 
quantity of wool on the farm, where it is quite 
incidental. The continuance and increase of sheep 
raising on farms depends mainly on the profit in 
lamb production. The demand for mutton and lamb 
will increase with the growth in population, 
although probably not per capita. As the range 
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industry declines, a larger proportion of the mutton 
and lamb, and incidentally wool, will be produced 
on farms. The limitation upon this form of sheep 
raising is found in the competition with crops and 
other livestock. The by-product character of sheep 
on the farm gives that branch of the industry a 
vitality which range sheep raising does not possess. 
It is, of course, impossible to predict the total pro- 
duction of wool in the United States for any long 
period, but it is safe to say that it will not be much 
greater with a duty than without one. 


IV. CONCLUSIONS 


The nature of the demand for wool makes it 
possible to raise the price by a duty, and if the 
domestic production is increased the grades grown 
in the United States may be used in place of much 
of the imported wool. The increase in the domestic 
output resulting from a duty on wool, however, will 
not be proportionate to the rise in price. The de- 
mand for mutton and lamb is so restricted that if 
flocks are increased to secure profits from the higher 
price of wool, the fall in the price of the meat will 
at least partially offset the gain to sheep owners. 
The nature of the demand for mutton and lamb is 
such, moreover, that duties on them would prob- 
ably not raise the price greatly. This, however, is 
not a present problem because of the prejudice 
against the frozen product. Rising costs also mili- 
tate against any considerable increase in the output 
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of wool and lambs on the range, and, to a less extent, 
on the farms also, 

Retention of the rate of 31 cents per scoured 
pound on wool may be expected to cause a slow 
growth in the wool output of the United States for 
several years. A duty of 50 cents per scoured pound 
would do scarcely more toward augmenting the 
domestic supply than the present rate, while lower- 
ing the tariff to 22 cents a pound would not exercise 
a very depressing effect on the industry. Abolition 
of the present duty probably would cause a 10 or 
15 per cent reduction in the output, as an immedi- 
ate result. The long-run development of the indus- 
try will depend, however, on factors other than the 
tariff. Nevertheless, the money receipts of sheep 
owners are augmented by a duty, and the prosperity 
of the industry is promoted thereby. The social 
aspects of this result will be considered in the fol- 
lowing chapters. 


CHAPTER X 
COST OF THE WOOL DUTY 


In determining the expediency of levying a duty 
on wool, attention in the United States has been 
directed in the main to the effect of the duty as a 
necessary stimulus to wool growing. Recent de- 
bates, however, have dealt in some measure with 
the incidence of the duty and the nature and amount 


of the burden entailed on manufacturers and con- 


sumers. This aspect of the wool tariff is obscured 
by many uncertainties. The amount by which a 
duty on wool raises the price that consumers must 
pay for articles made of wool can not be ascertained 
with complete accuracy. But the amount may be 
estimated with sufficient approach to exactness to 
indicate in a general way the nature of the burden. 
Its importance as a factor in determining tariff 
policy requires that it should here be given con- 
sideration. 


There are usually five stages in the passage of 


J 


wool from the producer to the ultimate consumer.’ 


Through the first it is conducted by the wool mer- 
chant. The large wool dealing firms, most of which 


are located in Boston and Philadelphia, send buyers 
233 
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all over the country. In the Far West these buyers 
commonly purchase directly from the growers, 
although in some sections, notably the Willamette 
Valley in Oregon, they have to deal with growers’ 
co-operative associations. In the “farm states’ the 
wool is usually collected by local traders and sold by 
them to buyers for the large wool dealers. The clip 
of the individual grower in these states is so small 
that it would not be worth while for the city wool 
merchant to deal directly with him. Co-operative 
associations have been increasing their activities in 
these states and they now handle a substantial 
though still the smaller part of the clip. In addition 
to buying and assembling wool an important func- 
tion of the wool merchant is to assort and recom- 
bine it in varieties and grades to suit the needs of 
his customers. Occasionally also the merchant aids 
in financing growers and small manufacturers. 

The larger manufacturing concerns sometimes 
evade the merchant intermediary and buy wool 
directly from the growers or from the co-operative 
associations representing them. Ordinarily, how- 
ever, their purchases are made from the regular 
dealers, and the location of wool merchant firms in 
Boston and Philadelphia has been determined by the 
advantage of being near to the leading wool manu- 
facturing districts. Thus by far the greater part of 
domestic wool must pass through the hands of the 
wool merchant. 

Through the second stage the wool is conducted 
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by the manufacturer. Wool scouring, to be sure, 
might be regarded as an additional stage; but this 
is the principal business of but few concerns. The 
operation is usually performed by the cloth manu- 
facturers themselves. Better results are usually 
secured with wool scoured in the plant where it is 
to undergo additional processes. In the United 
States the same manufacturer usually puts the wool 
through all the manufacturing processes and sells it 
as finished cloth. This stage is much less frequently 
subdivided into top making, spinning, and weaving 
and finishing than it is in England. There is, how- 
ever, a considerable sale of surplus tops and yarn by 
large mills in the United States, and there are some 
spinning mills which do no weaving. 

The third stage is the disposal of the wool fabric 
after it has been manufactured. The cloth is fre- 
quently sold for the mill by a commission house. 
Until within quite recent years this method was 
typical. The commission firm frequently performed 
also important financial functions such, for example, 
as indorsing the paper of the manufacturer and 
guaranteeing his accounts. Indeed, this practice 
even now is not uncommon. Many mills, however, 
now have selling departments of their own. One 
selling agency often acts for several mills which 
manufacture different lines of goods. The commis- 


7A selling department is an integral part of the mill organiza- 
tion, while an agency is not, although it may be financed by the 
mill. 
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sion house or selling agency sometimes sells to a 
cloth jobber or wholesale house but more frequently 
it sells directly to the clothing manufacturer. 

The turning of wool cloth into clothing or some 
other article ready for consumption is the fourth 
stage. Beyond this there is usually only one more 
intermediary—the retailer—before the wool reaches 
the final consumer. 

The typical passage of wool from producer to 
consumer is, therefore, through the hands of wool 
merchant, cloth manufacturer, commission agent, 
clothing manufacturer, and retailer. In addition a 
spinner and, infrequently, a top maker, sometimes 
intervene between wool merchant and cloth maker. 
Much more often, especially in the case of women’s 
suits and cloaks, a jobber or wholesale house inter- 
venes between the garment manufacturer and the 
retailer. 

A duty which raises the price of wool necessarily 
adds to the expenses incurred in each stage of its 
passage to the consumer, For this reason the duty 
may be said to be “pyramided.” <A higher cost of 
wool to the wool dealer means that he must incur 
additional expenses for interest to carry his stock at 
the higher price, that his taxes and insurance 
charges will be greater, and that if he is to secure the 
customary rate of profit from his enterprise and 
investment he must take into account the higher 
annual value of stock turned over. His increased 
expenditures will, therefore, raise the price of the 
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wool to the cloth manufacturer by something more 
than the amount of the duty. Similarly, the cloth 
maker and those who follow in subsequent stages, if 
they are to recoup themselves for their increased 
outlays, must raise their prices above the actual 
amount of the duty. The fact that this is neces- 
sarily done is often obscured by the operation of 
other forces which affect the prices of wool and wool 
manufactures more powerfully than does a duty. 
These forces frequently interrupt the normal course 
of trade and compel those engaged in it to accept 
prices much lower or to offer prices much higher than 
those which would be determined if the duty were 
the only disturbing factor in the market. Never- 
theless a careful analysis shows not only that the in- 
cidence of the duty is normally on the consumer but 
that he must pay even more than the duty if those 
who prepare the wool for his use are to receive the 
current rate of remuneration for their enterprise or 
the customary return on capital invested. 
Assuming normal trade conditions, the continu- 
ance of “business as usual,” and no disturbing 
market factors, the operation of the existing duty 
may be described as follows. The duties placed by 
the Tariff Act of 1922 upon wool cloth, of the kind 
used in suits of the medium and better grades, are 45 
cents per pound upon the wool content thereof and 
50 per cent ad valorem. The specific duty of 45 
cents is intended to compensate the manufacturer 
for the higher price of his raw material caused by the 
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duty on wool, while the ad valorem rate is intended 
to protect him against the lower conversion costs of 
foreign competitors. These are the rates imposed 
upon all cloth valued at more than 80 cents per 
pound.? Suitings range from 10 to 14 ounces per 
square yard, and a good grade of cloth usually sells 
for $1.25 or more per square yard, so it is evident 
that this bracket of the law covers cloths of both 
medium and high quality. It is these cloths which 
have been chiefly imported. The compensation for 
the wool duty thus given to the domestic manufac- 
turer makes no allowance for any “pyramiding” of 
the duty by the wool merchant; it may be regarded, 
however, as the actual equivalent of the specific 
duty.’ 

The amount of wool necessary to make one pound 
of cloth is increased in price, on account of the duty, 
therefore, by 45 cents. Upon this enhanced price 
the cloth manufacturer must calculate his overhead 
and profit. His insurance fees and taxes will be 
raised, and, as additional capital is necessary to carry 
the stock at a higher price, his interest charges will 


be increased. Since the imposition of the duty com- 

* Tariff Act of 1922, Paragraph 1109. 

*This compensatory duty is computed on the basis of figures 
given by the Tariff Board Report on Schedule K, made in 1912 
(p. 619 ff.) In making a pound of tops, 1.1 pounds of wool is 
required. In the manufacture of a pound of yarn, 1.08 pounds 
of tops are used and in making a pound of cloth, 1.20 pounds of 
yarn, The duty upon scoured wool is fixed at 31 cents a pound by 
the Act of 1922. Compounding the duty by these three rates, 
10 per cent, 8 per cent and 20 per cent respectively, gives ap- 
proximately 45 cents, which is fixed as the compensatory duty 
on the cloth. 
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pels him to operate with more costly materials, he 
must either increase the capital in his business or 
must reduce the scale of his operations. 

To illustrate how this pyramiding takes place, let 
us take the case of a hypothetical wool manufactur- 
ing concern which we will call Company X. This 
firm carries on the average a stock of 150,000 pounds 
of wool, which makes 100,000 pounds of cloth. Like 
many other wool manufacturing companies, this 
organization makes spring and fall patterns of goods. 
Its 150,000 pound stock of wool is used up every six 
months, therefore, and the length of time which 
elapses between the purchase of the wool and the 
receipt of payment for the finished cloth, we will 
assume to be no greater than half a year. 

The wool which this factory uses is of various 
kinds, but on the average it is of equivalent value 
with Half-blood Territory Combing. This kind of 
wool increased in price from $1.00 per scoured pound 
to $1.31 between February, 1922, and February, 
1923. We are not interested at this point in de- 
termining whether the Emergency Tariff Act and 
the Tariff Act of 1922 were responsible for this rise 
in price, but rather in finding out what increased 
charges would result from such a rise in price of the 
raw material; for, as we have seen, the duty may be 
fully effective in the long run, 

The stock of 150,000 pounds of wool at the old 
price of $1.00 per scoured pound cost $150,000. At 
the new price of $1.31 per scoured pound, it cost 
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$196,500. The company must have, therefore, 
$46,500 greater capital upon which interest must be 
paid at 6 per cent per annum. It makes no differ- 
ence whether the extra capital is borrowed or 
owned: if the former, interest will actually have to 
be paid out; if the latter, earnings of 6 per cent per 
annum must be imputed to it. Since the goods are 
sold in six months from the time the wool is pur- 
chased, however, interest at 3 per cent only should 
be reckoned upon the additional required capital of 
$46,500. This amount is $1,395, which is added to 
the overhead expense of Company X because of the 
higher price of wool. 

The higher value of the stock also necessitates a 
greater outlay for fire insurance. The rate varies 
from 50 cents per $100 in fire resisting steel and con- 
crete warehouses, and 90 cents or $1.00 per $100 in 
brick warehouses, to $1.50 per $100 in frame ware- 
houses. At a fair average rate for wool risks of °4 
of 1 per cent per annum, the charge for insurance 
of a stock worth $150,000 was $562.50 for six months, 
After the duty was imposed and the value of the 
stock rose to $196,500, the charge for insurance be- 
came $736.88 for the same length of time. The in- 
creased cost of fire insurance to be ascribed to the 
rise in price of wool is, therefore, $174.38. 

The higher value of the stock also augments the 
risk which the company bears in another way than 
through possible fire. Deterioration in the condi- 
tion of the wool from various causes and spoilage 
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in the process of manufacture are avenues of loss 
which are always open. A constant loss ratio of 
1% of 1 per cent of the value of the raw material 
should be allowed to cover these items. On the 
previous value of the stock, this amounted to $750, 
while on. the new value, it amounts to $982.50, an 
increase of $232.50. 

The general property tax bears more severely on 
the stock of Company X, since the rise in the price 
of wool. It is evident that the firm must keep re- 
plenishing its stock of wool as it is used in the 
process of manufacture. It must keep on hand, on 
the average, a stock of 150,000 pounds, which was 
valued, at the old price, at $150,000, and at the new 
price is worth $196,500. If this stock should be 
assessed at 50 per cent of its true value and taxed 
at $18 per thousand on the assessed value, the tax 
to be.paid by the company would equal $1,768.50 
at the later as against $1,350 at the earlier date, an 
increase of $418.50. 

From this stock of 150,000 pounds of wool, Com- 
pany X will make, as we have seen, 100,000 pounds 
of cloth. Having manufactured this cloth, and 
having determined its cost, the managers of the busi- 
ness must fix its selling price. Now, it is understood 
that prices sometimes bear little relation to cost; 
certain fancy patterns may sell at a large surplus 
over cost, while staple goods yield only a small 
profit. Yet in the long run, the firm must sell its 
product at a clear margin over cost. The minimum 
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excess of price over cost must be at least 6 per cent. 
If the raw material cost is raised by $46,500, as it 
is in this instance, the basis, upon which the 6 per 
cent profit is reckoned, becomes greater by that 
amount. The rise in price of wool consequently 
necessitates a return to the Company of $2,790 more 
in profit on sales. 

We find, therefore, that the necessary increase in 
expense amounts to $5,010.38, divided into interest, 
$1,395.00; fire insurance, $174.38; miscellaneous 
risk, $232.50; general property tax, $418.50; profit 
at 6 per cent on the cost of the goods, $2,790. It is 
apparent, therefore, that while the actual rise in the 
price of the wool because of the duty is $46,500, the 
expenses caused by this higher price of wool, amount 
to at least 10 per cent more. It is for this reason 
that the wool duty is said to be “pyramided” at 
each step in the process of manufacture and sale of 
the goods. The additional cost of a pound of cloth 
is thus raised from 45 cents to 49.5 cents.# 


“A similar line of reasoning was followed by the Committee 
of Congress which framed the original compensatory duty on 
wool in 1867, as shown by the following quotation from their 
report. See Tariff Board Report on Schedule K, p. 102. The 
committee says: “To determine the amount of reimbursing 
specific duties which the manufacturer should receive as an 
equivalent for the proposed increased duty on wool, we must, 
in the first place, apply the rule adopted in the present and 
preceding tariff bills, and multiply the proposed duty on the wool, 
11% cents, by four, the number of pounds of wool to a pound 
of finished cloth, which would give 46 cents. To this should be 
added the duties upon drugs dy estuffs, and other imported ma- 
terials, although these are provided for, in the present tariff (2.e. 
the act of 1864) under the ad valorem clause. The duties are 
estimated, from authentic data, at an average of 2% cents to a 
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In the next stage the duty is pyramided by an 
additional 5 per cent, since at least this amount 
must be allowed for overhead expenses of the com- 
mission house or selling agency. From 2 to 5 per 
cent is charged as commission on sales, and the com- 
mission house frequently guarantees the accounts 
of the mills with its customers, for which it charges 
2 to 2% per cent additional. Expenses and commis- 
sions must be computed upon a new and higher scale 
of values. This 5 per cent or more added by the 
seller of the cloth increases the burden of the com- 
pensatory duty to 51.975 cents. 

Fifteen per cent must next be allowed for the addi- 
tional expense and the profit of the clothing manu- 


K 


facturer;° and finally, 50 per cent of the whole 
must be added for the retailer.6 This makes the 


pound of cloth, making the whole direct duty on the raw material 
48% cents. But the manufacturers are subject not only to this 
duty directly, but to charges and expenses in consequence of the 
duty. Six months at least must elapse from the time of paying 
the duty on the raw material before payment is received for his 
finished goods. He is therefore entitled to interest for six months 
upon the whole duty upon the raw material, which at 7 per cent, 
the average rate of interest, would be 3% per cent. He is also 
subject to charges for commissions on sales and guarantees, which 
commissions are increased in amount in proportion to the amount 
of the duty. The average rate of these commissions, as deter- 
mined by reliable statements, is 64% per cent. The two items of 
interest and commissions on sales and guarantees together amount 
to 10 per cent which, wpon the whole duty, 1s 485 cents, which 
sum should be added to the direct duty on raw material to fully 
reimburse him.’ (The italics are ours.) 

5U. S. Department of Commerce, The Men’s Factory Made 
Clothing Industry, 1916. 

°U.S. Tariff Board, Report on Schedule K, p. 884. Fifty per 
cent of the wholesale price is equivalent to 3314 per cent of the 
retail price. 
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total cost of a pound of cloth to the consumer ap- 
proximately 90 cents (89.66 cents) higher than it 
would be without a duty on wool. 

The effect upon the cost of clothing if the duty 
should be thus pyramided may be exhibited in tabu- 
lar form.?. It should be carefully borne in mind, 
however, that such a table can disclose only a ten- 
dency. Since it is based on the assumption that the 
duty is the sole disturbing influence in the market, 
an assumption that is never fully realized, the actual 
effect of the duty in terms of dollars and cents can 
not be shown with the exactness displayed in the 
table. 


Weight of Ae bie 
ae Linear | Weight of| Article 
Garment wand (54- Yards | Cloth in |(Based on 
56 a Required | Article | $0.90 per 
Wide) Pound of 
Cloth) 
Ounces Pounds 
fi, 120 3% 2 346 $1.97 
UIT S eee paaroee 12 3% 2% 2.36 
14 3% 3 Ye 2.76 
Ordinary Style 
hinedigateenenern. 20 234 3% 3.09 
Mianlinve Greer iets 20 3 3 3%4 3.38 
Heavy Ulsters 
Unbetevall Pape onnhe 28 344 51146 5.12 
lUniinecmere ser rrt: 28 3% 6% 5.51 


"Congressional Record, July 14, 1922, pp. 1105 and 1106, citing 
estimate of U. 8. Tariff Commission. The same type of garments 
and same weights per yard have been used in the present estimate. 
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It has been often denied that a duty on wool 
burdens the American consumer in the manner and 
degree that have been described.8 The grounds for 
denial have been numerous, and although they are 
not all consistent with each other they deserve care- 
ful consideration. In the first place, it is main- 
tained, the price of wool is not always raised by the 
full amount of the duty. This is undoubtedly true. 
Conditions may well exist in the wool market of 
such a nature as to modify, or even altogether to 
nullify, the influence of a duty on the price of it. 
Thus when wool was removed from the free list by 
the Emergency Tariff Act of 1921 and subjected to 
a duty of 15 cents a grease pound the price of 
domestic wool did not go up. The failure of price 
to respond to so drastic a tax on imports was due to 
the previous accumulation within the country of 
surplus stocks temporarily greater than the pros- 


®“Tt has been claimed by certain clothing manufacturers that 
compared with free wool, the present tariff will increase the con- 
sumers’ clothing bill by from $4.00 on a summer suit to $7.50 on 
a heavy winter overcoat. The Tariff Commission checked up on 
their figures and found that, using the same methods, the esti- 
mated possible cost would be from $2.03 on a summer suit to 
$5.70 on a heavy winter overcoat, but indicated that because of 
various factors the real cost might amount to no more than from 
$1.62 on a summer suit to $4.56 on a heavy overcoat. The Manu- 
facturers’ Club, of Philadelphia, whose members are as much 
interested in cheap raw materials and high selling prices as the 
clothing manufacturers, takes exception to both the foregoing 
estimates and states that, compared with free wool, the true cost 
to the consumer properly attributable to the present tariff, should » 
range from $1.14 on a summer suit to $2.78 on a heavy winter 
overcoat.” “The Tariff on Wool and Its Cost to the Consumer,” 
The Manufacturer, Philadelphia, November, 1922, Vol. 4, No. 11, 


Dao: 
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pective demand.® Again, in the summer of 1924 
the domestic price was higher than the world price 
by less than half the amount of the duty. The 
explanation, in this case, lay not on the supply side 
but on the demand side of the equation. The mills 
were curtailing their takings of raw wool because of a 
prolonged agricultural depression and other causes 7° 
had made it impossible to dispose of wool manufac- 
tures at the established prices."! 

To just the extent, however, that a duty fails to 
raise the price of wool it fails also to effect the pur- 
pose for which it is imposed, that is, to benefit 
domestic wool growing. To admit, therefore, that a 
peculiar market conjuncture may render a duty tem- 
porarily nugatory by no means weakens the con- 
clusion that normally a duty raises the price of wool 
in the United States, and that the higher price is 
further increased as the wool passes through the 
successive stages on its way to the consumer. 

In the second place, it is urged, those who handle 
wool in the various stages of its progress do not 
estimate their costs and profits on the basis of the 
price paid for a pound of wool. Thus yarn spinners 
compute their profit not per pound of wool con- 
sumed but per spindle; cloth makers figure profits 
per loom; and clothing manufacturers, per machine 


"See p. 138. 

* Other causes probably were abnormal seasons which dis- 
couraged buying, and the liberal purchases of wool made by 
dealers and mills, after the Tariff Act of 1922 went into effect, in 
anticipation of a rise in price. 

“Special Report of Department of Agriculture, July 1, 1924. 
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or per worker.!*. Therefore when the cloth maker, 
for example, names the price he will take for his 
product he does not calculate that price as a certain 
percentage of the cost only of his wool; he fixes 
it so far as market conditions allow at an amount 
which will reimburse him for his total costs and in 
addition will yield him the current rate of profits per 
loom. In consequence it may well happen that re- 
duced wage expenses, the operation of his mill at 
increased capacity, or a reduction of his total costs 
in some other way, would offset the higher cost of his 
raw material and enable him to secure the custo- 
mary profit per loom without raising the price of his 
product so as to shift the enhanced price of wool on 
to the consumer. 

Such reasoning is fallacious. It implies that the 
consumer can rely on a reduction in other costs 
keeping pace with the rise in cost of the raw ma- 
terial. This, of course, is an unfounded assumption. 
Moreover, if there should indeed occur a reduction 
in other costs the price to the consumer would 
normally go down; and the rise in the cost of raw 
material, by compelling manufacturers to maintain 
their prices at the old level, would affect the con- 
sumer adversely, because he would fail to get the 
benefit which otherwise would have inured to him. 
There is no system of accounting which simply by 
ignoring a rise in the cost of materials will enable 


“The Manufacturer, November, 1922, Philadelphia, Vol. IV, 
No. 11, pp. 3-4. 
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manufacturers to evade it. Common sense refuses 
to admit that manufacturers can pay a price higher 
by 50 per cent or more for the wool they use and 
then, through the application of any conceivable 
system of bookkeeping, maintain their customary 
rate of net profits without reducing their other 
costs or raising their prices. When the cost of raw 
materials goes up it is clear that either prices must 
follow suit or else profits must come down. 

A reduction of profits distributed among the 
several stages through which wool passes has been 
offered as a third ground for denying that a duty 
is burdensome to consumers. Granted that the pro- 
ducer and the importer sell wool at a higher price 
because of the duty, can not the various interme- 
diaries “absorb” the increase instead of passing it 
along to the purchaser of clothing? Is it conceiv- 
able that a suit or an overcoat of such a sort as has 
been commonly sold for a standard price of, say, 
$30, would be marked up to $32.76 and $35.12 re- 
spectively in order exactly to recoup the merchants 
and manufacturers for the higher price of raw wool? 
Is it not rather inevitable that this comparatively 
small increase in cost will be distributed among the 
intermediaries between producer and consumer in 
such a way that the standard retail prices will re- 
main undisturbed? 

The opinion behind these questions gains plausi- 
bility from familiar practices in retail trade. Retail 
prices are usually expressed in round numbers. 
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Hats, suits, overcoats, blankets and the like are com- 
monly sold over the counter at certain “set prices,” 
and the price of a particular article does not change 
by small fractions so as to maintain an accurate ad- 
justment of profits to costs. When it becomes neces- 
sary to raise or lower the amount asked, it is moved 
from one “set price” to another and the width of the 
spread between such prices is determined by custom 
for each branch of trade. Retail prices, therefore, do 
not move on an evenly sloping plane; they go up 
and down on a conventional stairway as it were, and 
the height of the rise between the treads is first fixed 
with a view to convenience in retail transactions and 
subsequently maintained with a view to business 
steadiness. 

In accordance with this principle one may assume 
that a suit of standard grade was offered when wool - 
was on the free list at a certain “set price.” The 
imposition of a duty has made it necessary for the 
retailer to add $2.36 to that price if he is to main- 
tain the customary rate of profit from his investment 
and his enterprise. The addition would result, how- 
ever, in an amount that does not coincide with any 
of the “set prices” familiar in his branch of business. 
Such an irregular charge would be apt to impair the 
smoothness of retail trade, to stimulate captious 
questionings among his customers and to rouse a 
keener competition from other merchants in his 
vicinity. 

To avoid the irregularity, the retailer may resort 
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to any one of three courses. In the first place, he 
may raise his charge for the suit to the “set price” 
next above the amount actually required by the 
addition to his cost. This would be the course of 
his natural preference, and he will follow it unless 
he fears that at the higher charge he will lose more 
through the falling away of his customers than he 
would gain through the better price received for the 
smaller number of suits sold. In the second place, 
he may by the threat of diminished sales induce the 
clothing manufacturer to assume all or a part of the 
increased cost and to let him have the suits on terms 
that will not compel him to alter the “set price” for 
retail. In that event the clothing manufacturer by 
the use of similar arguments will endeavor to shift 
back upon the cloth merchant and the cloth maker, 
and these in turn upon the wool merchant, the bur- 
den of the higher price of wool. Through such a 
process the effect of the duty would be “absorbed” 
in the various stages of the trade, and the “set price” 
of a suit to the consumer would remain the same. 
The third and last recourse of the retailer would be 
to take himself a reduction in his profits and thereby 
to maintain his customary retail price in spite of his 
greater costs. 

If the retailer should follow the first of these 
possible courses it is clear that consumers would be 
burdened by reason of the duty even more heavily 
than is indicated in the table on page 244. But if 
he should follow either of the others, those are right 
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who claim that the duty will not be felt by con- 
sumers of wool fabrics. What then, in the actual 
conduct of business as it is, does the retailer do? 
His practice varies. He has no stereotyped plan for 
meeting this emergency but must adjust his policy 
of purchase and resale to the actual conditions pre- 
vailing in the market. 

In times of depression when employment is 
diminishing and the purchasing power of consumers 
is reduced he endeavors to keep his business going 
by taking smaller profits himself and by persuading 
those from whom he buys likewise to accept a lower 
return from their activities. A severe depression, 
indeed, sometimes results not only in a cessation of 
all profits but even in actual losses to the retailer, 
the manufacturer, and all others in related branches 
of business. They take the loss entailed by lowering 
the price of what they have to sell in order to main- 
tain the organization of their business until a turn 
of the tide may enable them to re-establish prices on 
a profitable level. 

But men do not long continue to carry on business 
that must be operated at a loss. They do not make 
investments and devote enterprise to a branch of 
industry which offers a rate of profit lower than the 
rate offered by other accessible industries. The mer- 
chants and manufacturers, therefore, who are en- 
gaged in any stage of the wool business must in the 
long run secure prices which afford them profits that 
compare favorably with the profits in other fields of 
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enterprise; otherwise they will reduce their opera- 
tions or even discontinue them altogether. Conse- 
quently they can not be expected to “absorb” the 
cost of wool when enhanced by a duty unless it can 
be shown that their profits, even after being reduced 
by the process of “absorption,” will still offer a 
sufficient incentive to continue their operations. 

So far as can be judged by the evidence available 
the profits in wool manufacturing and wool dealing 
have never been high in comparison with profits 
in other long established and highly developed 
American industries. Here and there, indeed, in- 
dividuals of exceptional ability have accumulated 
substantial fortunes, but the number of these has 
been surprisingly small when compared with the 
number who have succeeded in cotton, silk, steel, 
and other industries that are comparable in the 
amount of capital invested and the number of 
laborers employed. Domestic competition has been 
strong enough, not indeed to reduce prices to the 
levels prevailing abroad, but at least to prevent ex- 
ceptional rates of profit. 

The conclusions must be reached then, first, that 
the enhancement in the price of wool is in fact some- 
times distributed temporarily among the various 
stages of the woolen industry; but, second, that 
relatively low profits due to strong domestic com- 
petition in the long run compel those engaged in the 
industry to shift the burden, somewhat increased in 
every stage, to the shoulders of the consumers of 
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woolen manufactures. These conclusions are no less 
inevitable by reason of the irregular and interrupted 
process of shifting as it occurs in actual market 
transactions. 

It is vain to imagine that the price of wool can be 
raised by a duty or by any other cause without 
affecting the consumer. Those who use woolen 
goods must pay in the long run not only the increase 
in the price of wool but also the additional expenses 
entailed on those who deal in wool by the higher 
price of the material they handle. 

vY There are indications that the burden imposed 
by the wool duty in the Act of 1922 has been shifted 
in the manner described. After the European War 
began in 1914 the prices of wool cloth and clothing, 
in the United States, in common with those of most 
other necessities of life, rose rapidly. They soared 
to unprecedented heights during the war and after 
its close continued at very high levels. In 1920-21 
there was a temporary decrease, but during 1922, 
1923, and 1924, the prices of woolens have been rela- 
tively higher than the prices of almost any other 
group of commodities. Since 1922 these high prices 
appear to have been due in considerable measure 
to the duty on raw wool, although the incidence and 
the nature of the burden have varied somewhat to 
accord with changes in the market conjuncture. 

Soon after the passage of the Act the leading wool 
manufacturing company announced an increase of 
about 16 per cent in the price of worsteds and 
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woolens to be produced for delivery in the following 
autumn. On March 14, 1923, six months after the 
Act took effect, the president of this company was 
quoted in the press as saying: 

“We open our line for the spring of 1924 some 
time in the summer, and I can not see how we can 
avoid higher figures. In other words, raw wool hav- 
ing gone higher, the quotations on the fabrics must 
be raised. I can scarcely deny that it may be a little 
difficult to explain the reason for the higher prices 
to the multitude. You must not forget that the 
average Man or woman is not quite familiar with 
the methods that are followed in the marketing of 
raw wool, and in the ultimate analysis the price of 
the raw commodity determines in a large measure 
the price of the cloth.” 

Commenting on this statement a well known New 
York financial newspaper said: 1° 

“It is well known that the company, following a 
far sighted buying policy, bought wool when many 
others were afraid to buy: that stocks were therefore 
laid in at an advantage; and that part of this ad- 
vantage was passed on to the consumer when the 
(company) announced price schedules for the com- 
ing fall. Consequently, many of its products have 
been selling below a parity with the replacement 
market. Such a condition can not last; such wool 
purchases naturally affected only the cloth going 
into fall goods.” 


*Commerce and Finance, March 14, 1923, Vol. XII, No. 11. 
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The actual course of wholesale. prices of cloth in 
recent years is shown in the following table, which 
gives the annual quotations of the leading manu- 
facturing company. It should be remembered in 
studying it that the announcements of this com- 
pany strongly influence the price policies of others 
in the industry and may be taken as indicative of 
the general trend of manufacturers’ prices of wool 
fabrics. It will be seen from the table that prices 
for the autumn of 1925 were substantially higher 
than for the fall of 1922 when the existing tariff law 
was passed.1# 

Further light is thrown on the effect of the wool 
duty by index numbers of the prices of wool and 
wool fabrics. Taking as a base the average price 
of representative grades of wool in 1911, 1912, and 
1913 we find that the average price of domestic wool 
in 1923 was 113.16 per cent higher than the aver- 
age before the war. There was a slight additional 
rise in the first six months of 1924. The average 
price at which imported wool, duty paid, was sold in 


* Concerning prices for the heavyweight season of 1925 the 
manufacturers’ bulletin said, “Average advances of more than 
6 per cent on staple and semi-staple worsteds, of 10 to 12 per cent 
on some distinctive woolens, of 7 to 10 per cent on overcoatings 
and of 5 to 7% per cent on semi-staple standard and fancy wor- 
steds were reported. Those on high-grade specialties advanced 
from 5 to 10 per cent. For mills well provided with wool pur- 
chased at prices prevailing six months prior to the openings, these 
prices were satisfactory, but for those who purchased wool later, 
or needed a further supply, they were too low, being less than the 
replacement value at current wool quotations.”—Bulletin of Na- 
tional Association of Wool Manufacturers, July, 1925, Vol. LV, 
No. 3, p. 411. 
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Boston in 1923 was only 82.12 per cent higher than 
before the war; but it rose during the first half of 
1924 to be higher than the pre-war average by 
125.17 per cent. 

For obvious reasons changes in the prices of 
fabrics are not exactly contemporaneous with 
changes in the price of wool. Owing to the time 
consumed in the processes of manufacture the price 
of the finished fabric responds to an alteration in the 
price of the raw material after the lapse of about a 
year. It should be expected, therefore, that a rise 
in the price of wool during 1923 would be reflected 
in the price of cloth in 1924 if not offset by a fall 
in wages or overhead costs. 

Taking again as the base of its calculation the 
average prices of 1911, 1912, and 1913, fabric prices 
in 1924 were higher than before the war by the fol- 
lowing percentages: 


PIC CORR LOOUSE cere eeu catsorete iene 113.60 per cent 
Wioolenmsultings mest seer enn 123.98 per cent 
WOTSteCmsUItIN CS morte se cetaee 117.69 per cent 
Woolen overcoatings ......... 70.57 per cent 
Cotton warp serges ........... 82.11 per cent 
Shohaayaavere SibwiHUMERY oa long gore 106.66 per cent 


While in every instance the prices of these fabrics 
rose high above the average prevailing before the 
war the amount of the increase varied widely. So 
far as the rise was due to the higher price of the raw 
material such a variation was to be expected. For 
some fabrics the cost of wool is a much larger part 
of the total cost than it is for other fabrics on which 
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there raust be greater outlays for labor, dyestuffs, 
selling expenses, and the like. Naturally, therefore, 
the price asked for the finished product will be 
affected in different degree by a rise in the single 
item of cost of raw material. 

Again, some fabrics admit more readily than do 
others the use of cheaper substitutes for wool. The 
heavier, coarser, and more roughly finished a fabric 
may be the easier it is to reduce the amount of new 
wool it contains and to use instead “reclaimed wool” 
or shoddy, and cotton. Indeed, the possibility of 
some substitution extends through the whole indus- 
try and the amount of it is difficult to detect. To 
the extent that the manufacturer ventures to use 
cheaper substitutes he is relieved of the necessity 
of raising the price of his fabric. Without doubt 
the higher the price of wool the further will he ven- 
ture, and the consumer will feel the burden of a duty 
not so much in a higher price of what he buys as in 
a deterioration in the quality of it. The only prac- 
tical limit to the manufacturer’s shifting the duty 
by this method appears to be the worth to him of 
the reputation of his products. Whether his busi- 
ness will suffer more by lowering the quality than 
by raising the price of his output is a question which 
he will decide only after studying the various forces 
that at the time affect the market. Under the 
market conditions of recent years there is reason 
to believe that he has in many instances settled the 
question by a compromise. 
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For these reasons the figures quoted above show 
no close correspondence between the rise in the price 
of wool and the rise in the price of different varieties 
of cloth. They do show, however, that the price of 
cloth has gone up by an amount quite sufficient to 
cover the increased cost of wool, particularly when 
allowance is made for some substitution of cheaper 
fibres. 

To attribute to the higher price of wool the whole 
rise in the price of cloth during the past decade 
would be absurd. Wages, taxes, and other necessary 
outlays of the manufacturer have likewise gone up, 
and these component elements of cost must be 
covered by the price of his product as well as the 
outlay he makes for raw material. Moreover, there 
have been wide fluctuations in the demand for wool 
manufactures, owing in part to changes in fashion, 
in part to the upsetting of personal habits and 
standards of living by the war and its consequences, 
and in part to violent changes in the employment 
and purchasing power of consumers. No investiga- 
tor, therefore, can look back over a period of such 
unstable business, and disclose statistically or in 
any other wise just what part of the increase in cost 
of material was “absorbed” by the manufacturer and 
what part was shifted by raising the price of the 
finished product. 

The rise in the cost of the raw material has cer- 
tainly played a prominent part in the rise in the 
price of cloths since 1922. When cloth prices pre- 
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vailing in the fall of 1925 are compared with prices 
in 1922 or with the average of prices before the war, 
and when a similar comparison is made of the prices 
of raw wool, it is clear that at the later date little 
of the effect of the duty was being “absorbed” by 
manufacturers. 

There is evidence also that the price of clothing 
responded fully to the rise in the price of cloth. The 
evidence is furnished through an investigation made 
by one of the leading trade and textile journals of 
the operations of 15 large manufacturers of ready- 
to-wear garments. The investigation showed that 
the average price at wholesale of a man’s suit dur- 
ing the years 1911, 1912, and 1913 was $11.42, and 
that in 1924 it was $25.54, an increase of 122.39 per 
cent. The average wholesale price of overcoats dur- 
ing the same period rose from $12.27 to $25.23.1° 
For clothing, therefore, as for cloth, the rise of prices 
has been enough to recoup the manufacturer for the 
higher price of wool. 

The conclusion from this private inquiry is borne 
out by the price investigations of the Bureau of 
Labor Statistics. For purposes of convenience, the 
detailed table showing the Bureau’s index numbers 
and a chart based upon the table, are presented in 
Appendix B. 

Unfortunately, retail prices are not available for 
the articles included in the wholesale price lists. 
During 1924 and 1925 there was a marked slackness 

* Daily News Record. New Yark. Oct. 15, 1924. 
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in buying. This appears to have been met, how- 
ever, chiefly by a curtailment of production by 
manufacturers, as the index of the Bureau of Labor 
Statistics shows a very slight fall in wholesale cloth- 
ing prices. Retailers likewise handled smaller stocks, 
and there is no evidence of a reduction in the “set 
prices” previously established. ‘“Mark-down” sales 
are common but goods are often first “marked up.” 

This brief survey shows that evidence in regard 
to the incidence of the tariff burden is fragmentary 
and is quite inadequate to justify naming a definite 
monetary sum as the share of that burden which is 
borne at any particular time by the consumer or by 
the various intermediaries between consumer and 
wool grower. But after all, when considered as a 
national instead of a class interest, does it matter 
where the monetary burden actually rests? What 
though the consumer evades any part of it, as pro- 
tagonists for a high duty maintain that he may; 
will the burden then be simply dissipated? As- 
suredly it will not, for the consumer can evade the 
burden only by refusing to purchase woolen manu- 
factures. This does not remove the burden, it 
merely changes the form of it. Instead of increased 
monetary outlays for clothing or other goods he 
must take up a burden of self-denial. It is true that 
temporarily merchants and manufacturers may 
meet the resulting fall of demand by distributing 
among themselves the higher cost of raw material 
and by so doing give relief to the consumer. This 
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additional burden on them, however, would eventu~ 
ally weaken the power of industry to satisfy the con- 
sumer’s needs; and therefore, in the long run, those 
who use woolen goods must either suffer deprivation 
or must pay the higher price caused by the higher 
cost of wool. 

Whether in the form of money or of deprivation a 
duty on wool is a heavy burden on the country. In 
the fiscal year 1923 the imports of wool suitable for 
making clothing were 346,655,553 pounds. Re-ex- 
ports, however, amounted to 24,187,994 pounds in 
the grease (about 12,000,000 pounds scoured wool). 
The duties collected on the balance amounted to 
$46 ,356,667.11, or 31 cents a scoured pound; and this 
sum was paid out by the importers in addition to 
what they would have paid if wool had been on the 
free list. In that year the domestic production of 
wool was 266,830,000 pounds in the grease, or 106,- 
732,000 clean pounds at 60 per cent shrinkage. It 
is reasonable to assume that the price per pound 
received for it by the growers was increased by an 
amount no smaller than was the price paid for im- 
ported wool, for there would be no object in buying 
wool abroad if it could be had on better terms at 
home. Wool merchants, therefore, paid out $33,- 
086,920 more for domestic wool than they would 
have paid had there been no duty. Of these two 
sums the first went into the U. S. Treasury, the 
second into the pockets of the wool growers. Taken 
together. this $79,448,587.11 represents the addi- 
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tional outlay made by merchants in order to get 
possession of the wool supplied to industry. 

But it will be remembered that these two sums do 
not represent the total cost of the duty to the mer- 
chants. Upon them and upon all other interme- 
diaries between producer and consumer additional 
expenses are imposed by the rise in value of the 
material they handle. Therefore to arrive at the 
full cost to the country in 1923 which was imposed 
by the wool duty, it is necessary to increase these 
sums by certain percentages which have been enum- 
erated above, namely, 10 per cent for the wool mer- 
chant, 10 per cent for the cloth maker, 5 for the 
selling agency, 15 for the manufacturer of clothing, 
and 50 for the retailer. Thus calculated the cost of 
the duty in 1923 was approximately $174,109,558.55. 

Now who paid this cost? It has been shown that 
the price of finished goods went up sufficiently to 
cover it. But following the rise there was a pro- 
nounced falling off of sales. While statistical evi- 
dence is far from complete, it suffices to show that 
the money spent by the public for cloths and cloth- 
ing in 1924 and 1925 was not substantially greater 
than it had been in 1922. Old clothes were worn 
longer and fewer new clothes were purchased. What 
then became of the goods for which wool was bought 
in 1923? Many of them accumulated in the ware- 
houses of manufacturers and merchants and were 
held there until the growing need of the public 
should permit sales at the prices asked for them. A 
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part of the high priced wool, however, was not 
actually turned into finished products but was lke- 
wise held in warehouses. Manufacturing slowed 
down until existing stocks of goods could be disposed 
of. Factory owners, lacking orders for their 
products, stopped their machinery in part or some- 
times altogether, reduced their output, and cut 
down their purchases of raw wool. Depression in 
the textile trades was severe throughout the greater 
part of 1924 and 1925. 

This picture of the situation discloses that ulti- 
mately the consumer of wool fabrics was compelled 
to pay the whole amount of the costs arising from 
the duty levied on wool in 1923, but that by post- 
poning purchases he was able to distribute the pay- 
ment over a somewhat protracted period. Against 
such relief as he may have derived from this post- 
ponement of payment two things appear as offsets. 
The first is the deprivation he himself suffered in 
his supply of clothing, the second is the damage 
suffered by industry in reducing operations. Al- 
though the consumer ultimately paid the price de- 
manded, the merchants and manufacturers saw 
their profits from investment and enterprise sub- 
stantially cut down by the reduction in volume of 
their business. To construct an estimate of the 
monetary equivalent of this deprivation on the one 
hand and of the business depression on the other is 
obviously impossible. Their weight, however, as 
component parts of the national burden imposed 
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by the duty is in no wise diminished by the fact that 
they can not be stated in terms of money. 

To the extent that the wool grower is a pur- 
chaser of woolen manufactures he shares with others 
in bearing the cost of a duty. And since the price 
he pays for the wool in finished articles ready for 
consumption is increased by the duty much more 
than is the price for the raw wool which he sells, it 
must result that the small grower is actually a loser 
under the law. Thus, assuming the correctness of 
the calculation made above, the average gain per 
pound attributed to the duty in 1923 was 31 cents. 
But when the grower in 1924 bought back this wool 
in the form of clothing he had to pay 65.25 cents 
for a pound of it. 

There is no means of ascertaining the average 
annual consumption of woolen goods by American 
farm families. Purchases of woolen clothing, 
blankets, and other manufactures depend on climate, 
on fashion, on taste and habit, on the standard of 
living, on purchasing power, and on other influences 
which vary widely not only from one region to an- 
other but also from one neighborhood or even one 
family to another. Any estimate, therefore, of the 
number of wool growers who lose under the duty 
more than they gain presents too many uncertain- 
ties to justify an attempt to make it. 

The conclusion is inevitable that the duty imposes 
a burden upon the consumers. The burden may 
take different forms but it cannot be evaded. A 
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temporary assumption of part of it by the manufac- 
turers or dealers only postpones the day when in- 
jurious effects fall upon the general public. Through 
the outworking of the forces of competition the 
users of woolen goods must in the end pay a higher 
money cost, put up with poorer goods, or go with- 
out. They may be affected in all three ways. The 
history of the market for wool and woolens under 
the Tariff Act of 1922 corroborates these assertions. 
It is unnecessary, as well as impracticable, to com- 
pute exactly the cost of the duty. The fact re- 
mains that the people of the United States are not 
as well or as cheaply supplied with clothing and 
other wool manufactures as they would be if no wool 
duty were levied. 


CHAPTER XI 


PUBLIC POLICY IN REGARD TO THE WOOL 
DUTIES 


The effect of the wool duty upon the producers of 
wool and mutton was presented in Chapter IX and 
it was shown that, although the output of these 
commodities in the United States is not greatly 
stimulated, the price of wool is somewhat raised and 
the profits of sheep owners are augmented. The 
effect of this increase in price was examined in 
Chapter X and it was found that a burden is im- 
posed upon the consumers of wool goods and cloth- 
ing. Before deciding whether there is a net gain or 
loss to the country on account of the duty, there are 
questions of public policy which must be raised. 

The answer to the question whether there should 
be a duty upon wool depends, in the last analysis, 
upon judgment regarding the national welfare. 
Now, there is no single test of public policy. The 
decision must be reached after weighing many fac- 
tors. It is the purpose of this chapter to survey the 
relation of the sheep industry to various aspects of 
public welfare and thus to reach a decision upon the 
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We shall make a critical examination of the rights 
and duties of the government with regard to the 
industry and the possible benefit or detriment to the 
people collectively. 

Among the principal reasons advanced for the re- 
tention of a duty is the maintenance of the value of 
investments made under the implied promise of 
protection. Capital has been invested in the enter- 
prise because of the policy of the government, and 
the investment might be impaired if that policy were 
abandoned. The value of the sheep in the United 
States on January 1, 1924, was $302,092,000;' of 
this total the value of sheep in the 12 Range States 
was $200,555,000. It is conservative to estimate the 
investment in land and capital, used for the sheep 
business in the Range States, at an equal amount. 
Even when part of the grazing is secured on the 
public ranges and in the National Forests some land 
must usually be owned. Sheep wagons, lambing 
equipment, corrals, burros, dogs, stocks of provisions 
for herders and of feed for the sheep in wintry 
weather, all help to swell the total. The investment 
in sheep, equipment and accessories was therefore 
$502,647,000, even if only the value of the sheep 
in the farm states, with no allowance for other capi- 
tal, is added. Obviously there is some additional 
investment in sheds, tools, and other necessaries for 
the sheep business in the other states, especially in 


*Estimate of United States Department of Agriculture. 
*See Chapter I. 
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the Ohio Region. The figure of half a billion dollars 
is, therefore, a low estimate. 

It is difficult to say how much this investment 
would be reduced by removal of the duty. Little 
can be learned from experience with free wool under 
the Wilson Tariff. It is true that the price per head 
of sheep in the United States dropped from $2.66 
on January 1, 1893, to $1.58 on January 1, 1895, and 
the total value from $125,909,000 to $66,686,000 at 
the same time.’ This loss of value can be ascribed 
only in part to the removal of the duty, however, as 
it followed a financial crisis and was attended by 
general business depression. Nor is later experience 
more illuminating. At the time the duty was re- 
moved in 1913 a continuation of the already dimin- 
ishing number of sheep was accompanied by an 
actual increase in price per head.* The fall in value 
from $495,660,000 on January 1, 1920, to $288,732,- 
000 on January 1, 1921,—a decline in price per head 
from $10.52 to $6.41,°—was in no way attributable 
to the tariff. It was part of a world-wide tendency, 
and was due simply to the existence of a large sur- 
plus of wool and mutton contemporaneous with 
slackening demand. 

If the duty on wool were removed, no such col- 
lapse of sheep prices should be expected as occurred 
under the peculiar conditions prevailing either in 
1894 or 1920. Some decrease might be expected, 


?United States Department of Agriculture, Yearbook, 1920, 
p. 743. * Thid. ° Tbid. 
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however, for a duty of 31 cents per scoured pound, 
even if only half effective, as it has been for some 
of the time, adds about 50 cents a year, about 8 or 
10 per cent, to the income from a sheep.® This could 
hardly be removed without impairing its capital 
value. The “vested rights” argument cannot, there- 
fore, be altogether ignored. 

On the other hand, it should be remembered that 
through the public land system, especially the pro- 
visions for the National Forests, the Government 
already contributes a great deal to the maintenance 
of the wool growing industry. It also aids the wool 
growers by carrying on scientific experiments and 
disseminating information. Through its assistance 
to the industry in these ways the Government has in 
some measure fulfilled any obligation it may have 
incurred by previous tariff encouragement of wool- 
growing. Whether aid through the tariff should be 
continued or not, is, therefore, a question of expedi- 
ency rather than of justice. 

An increase in sheep husbandry might direct more 
population and capital into agriculture, and thereby 
strengthen the relative wmportance of the latter in 
the national economy. Even if the industry is not 
expanded, at least its maintenance in present size 
and importance is considered imperative by many 
persons. Undoubtedly it should be the concern of 


° Wight pounds of wool in a fleece equals, at 60 per cent shrink- 
age, 3.2 pounds of clean woo!; 3.2 pounds times 15.5 cents equals 
49.6 cents. 
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any country to promote favorable conditions in agri- 
culture. There is much plausibility, at least, in the 
assertion that complete industrialization weakens 
the fiber of a people, in both physique and morale. 
If the wool duty adds to the profit in farming suffi- 
ciently to induce more people to take up agricul- 
ture, or even if it helps to keep people on the farm, 
there is some point in using it as part of a national 
policy, to prevent the decadence of country life. 
But there is little evidence that it exerts a strong 
influence in this direction. The wool duty has a 
more positive effect upon the range branch of the 
industry than upon the farm branch. But range 
sheep raising, from the very nature of the indus- 
try, cannot maintain a large population. Irrigated 
ranching or dry farming are both more desirable 
from that point of view. So far as the promotion 
of country life is concerned, the pastoral industry 
cannot be considered in the same class with farm- 
ing, and when the interests of the two groups come 
into conflict, as, for example, in regard to the land 
laws,’ the stockmen, as the representatives of a 
primitive economic stage, ought to give way, if true 
national interest were consulted. 

It is argued that the stimulation of sheep hus- 
bandry keeps in use land otherwise waste. In the 
Far Western states there are large areas of semi- 
arid land, like the “Red Desert” in Wyoming, which 
cannot be utilized for anything but sheep raising at 

"See Chapter I. 
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present. The feed is too sparse for cattle. Dry- 
farming has been tried in many of these regions and 
has failed. Irrigation is not yet, and may never be, 
technically or economically possible. But, when a 
wool duty is in force, this unpromising territory 
makes some contribution to the national wealth and 
affords a field of activity to some persons. 

Obviously, however, a national loss is involved 
when the contribution from these waste lands is less 
than the cost to the nation of keeping them in 
cultivation. But while there is a loss to the country 
as a whole, in summing up the total effect of a duty 
upon the national welfare, it is only fair to point 
out that in maintaining the range industry the loss 
is partially offset by the profit from otherwise idle 
resources. The sheep raising localities of the 
western states, moreover, derive a positive benefit 
through keeping this land in use, even if the rest 
of the country loses. If perfect fluidity of capital 
and labor existed, it might be better to abandon 
these areas entirely, but at present the withdrawal 
of capital and labor devoted to sheep husbandry in 
those regions could not occur without some economic 
damage to the range localities. 

The growth of sheep husbandry, it is said, not 
only keeps in use land which otherwise would lie 
idle but it also improves land for other purposes. 
In a previous chapter ® the great value of sheep in 
connection with certain kinds of diversified agricul- 

*See Chapter II. 
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ture has been pointed out. Circumstances are 
forcing the American farmers toward more diversi- 
fication in some regions and toward more intensive 
methods in others. Maintenance of the maximum 
productive power of the land should be a matter of 
deep national concern. It is, therefore, cited as an 
important purpose of the wool duty to help in pro- 
moting crop rotation and soil fertility. But we have 
seen that sheep will be used extensively for this 
purpose, even in the absence of a duty. The impor- 
tance of this consideration, therefore, depends upon 
the actual degree of stimulation exerted upon the 
industry by a duty; and this, we have seen, is not 
great. 

It 1s commonly regarded as one of the main pur- 
poses of the stimulation of sheep husbandry that it 
makes the United, States less dependent on foreign 
sources for an important raw material which ts 
needed in national defense. Wool is one of those 
raw materials which are almost as necessary to the 
prosecution of war as arms and ammunition. There 
is bound to be a prevalent feeling that judged in the 
light of events of the last decade, national self-suffi- 
ciency is an end much to be desired, and this feeling 
is perhaps bound to affect the policy of the United 
States toward the wool growing industry. Nothing 
yet discovered will take the place of wool clothing 
for wear by those who are exposed to the elements, 
as are soldiers in the field. Nothing else is com- 
parable with it for protection from cold and mois- 
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ture; and the value of the fabric for field wear 
diminishes sharply if the wool is adulterated by 
admixture of cotton, or any other substitute 
shoddy. 

The quantity of wool needed to satisfy the re- 
quirements of a large army and navy is enormous. 
The soldiers of the United States Army in the 
late war were scheduled to consume more wool than 
the entire civilian population of the country, if the 
wants of the latter had been supplied at the normal 
peace-time rate. Stocks of uniforms were negligible 
when the war began, and this gave rise to an extraor- 
dinary demand for wool. In any future contest of 
arms the needs of the fighting men would probably 
not be less. On the contrary, the natural develop- 
ment would be toward a greater demand for this 
raw material because of the growing complexity 
of the war machine. During the recent war we 
were so situated that our need for wool was par- 
tially satisfied by an associated nation; and more- 
over, the South American market was accessible. 
How should we fare if we were cut off from these 
sources of supply? 

It is to be noted in this connection that the De- 
partmental Committee on the Textile Trade ap- 
pointed by the British Board of Trade treated this 
question of the supply of textile fibers very thor- 
oughly. The Committee found that: Of the world’s 
production of wool for export the British Empire 
contributes 68 per cent and South America 32 per 
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cent.° The supply of the two types of wool is as 
follows: Of the Merino, the British Empire has 
85 per cent of the world’s exportable surplus, and 
South America 15 per cent; of crossbred, the British 
Empire has 46 per cent, and South America 54 per 
cent. 

It may be admitted that in any crisis of similar 
magnitude to that experienced in 1917-18 this 
country would suffer a serious shortage of wool if 
cut off from the foregoing sources of supply. Three 
methods of procedure are open to us in preparing 
to meet such an eventuality: 1. Accumulation of 
stocks of wool; 2. Dependence upon substitutes; 3. 
Direction of production so that there will be a con- 
stant supply sufficient to cover all military, and the 
greater part of civilian, needs. 

The first method may, be dismissed as imprac- 
ticable. It is entirely contrary to the policy of 
this country. It would create misunderstanding as 
well as tying up capital in a commodity which is 
likely to deteriorate somewhat with age. The sec- 


®The British Government has given much consideration, since 
the war, to the question of raw material supply. In its summary 
of the subject of cotton the Committee says: 

“a. The cotton trade of the United Kingdom is at present 
mainly dependent on the United States for its supply of 
raw material. 

“bh. It is eminently unsatisfactory that one of the principal 
industries of the United Kingdom should be so largely 
dependent on one source of supply and that a source 
entirely beyond its control. 

“e. If proper steps are taken, it is reasonably certain that all 
the cotton required by the British Empire can in time be 
grown within its own territories.’—British Blue Book, 
Cd 9070, 1918. 
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ond method, however, could be depended upon to 
a considerable extent. It should be remembered 
that if our export, as well as import, trade were cut 
off we should have a great over-supply of cotton, 
and it is conceivable that the domestic output of 
wool could all be turned to military uses and the 
civilian population be clothed in cotton and re- 
worked wool products. 

The stimulation of production so that we should 
constantly have an adequate supply may be con- 
sidered, however, the only sure way to provide for 
an emergency. How can we so direct production 
that we shall have a supply which is sufficient for 
our military needs? It is to be emphasized that 
a shortage of Merino wool would not affect us very 
adversely.1° We have seen that one great develop- 
ment of the war was the enormous demand for 
crossbred wool for use in making khaki. It has 
been pointed out in previous chapters that the 
crossbreds and mutton sheep are the ones best 
suited to American purposes. They are edapted 
to farm conditions; and it is to sheep raising as a 


*The British Empire has had practically a monopoly of the 
exportable fine Merino wool. The report on the textile trades 
cited above says, however (p. 25): “There has been, of late years 
a serious decline in the production of Merino wools owing to: 


“a. Serious droughts in Australia and a consequent reduction in 
the number of sheep. 

“b. The fact that crossbred sheep are gradually supplanting 
Mere owing to the requirements of the frozen meat 
trade. 

ce. The gradual encroachment of arable upon pastoral lands in 
South America.” 


“ 
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part of diversified agriculture that we must look for 
the maintenance of our supplies of wool and mutton. 
Consequently, the kind of wool which may be but 
little affected by the tariff is the kind most impor- 
tant from a military point of view. Moreover, the 
supply of wool is quite rapidly extensible. If no 
sheep or lambs were slaughtered, the rate of increase 
of the flocks would be about 70 per cent a year. 
Since we have other meat producing animals, we 
probably could enforce a measure of this kind with- 
out great hardship; in fact, action of the sort was 
suggested during the war, although it was not neces- 
sary to regard the proposal seriously. However, if 
the small additional amount of wool produced be- 
cause of the duty is necessary to enable the country 
to meet sudden emergencies then the wool tariff is 
valuable in the scheme of national defence. 

A further consideration which exerts some in- 
fluence in favor of a wool duty is that it furnishes 
revenue for the Government. Practically through- 
out the history of the United States, a substantial 
part of its revenue has been raised by the imposition 
of customs duties. The amount now raised in this 
way is a much smaller proportion of the total rev- 
enue than it was before the Federal income tax 
was levied. Nevertheless, the average amount com- 
ing from ths source is an important item. In 1923 
the sum collected was $566,663,978. The sum 
raised by taxing imports of wool at 31 cents per 
scoured pound was $50,076,667 in 1923, or 8-% per 
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cent of the total revenue from customs duties. Al- 
though the wool duty is, therefore, a source of sub- 
stantial receipts by the Treasury yet its industrial 
effects so far outweigh its fiscal effects that tariff 
discussions both in Congress and elsewhere have 
not attached great importance to it as a source of 
revenue. 

We turn now to a review of some of the unde- 
sirable consequences of the duty which have been 
mentioned previously,'! and to an estimate of other 
reasons advanced for its abolition. They may be 
arranged under three headings, according to the 
groups upon which they fall, namely, the consumers 
of woolen products, the wool manufacturing indus- 
try, and the sheep husbandmen themselves. 

The wool duty has effects which are burdensome 
to the consumers of woolen goods. The amount of 
wool necessary to make one pound of cloth will 
probably be enhanced in price, in the long run, 45 
cents by the duty of 31 cents per scoured pound 
on the wool. Computing the increase in price to 
each producer and distributor in the chain between 
the wool-growers and the ultimate consumer, it ap- 
pears that the duty will be pyramided to 90 cents. 
At each step in the process, interest, taxes, insur- 
ance, and profits must be charged against a higher 
capital value because of the greater initial cost of 
wool. No matter upon what basis the manufac- 
turer figures his profit—whether it be per spindle, 

“See Chapter X. 
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per loom, or in any other way—this additional cost 
must enter into the final price of the goods. 

The burden on the consumer may not be ex- 
pressed altogether in dollars and cents, however, 
but may at times take the form of lowering the 
quality of goods. The only way in which the con- 
sumer can avoid the burden of higher prices or a 
poorer quality of clothing is to refrain from pur- 
chasing, and in that case his burden becomes one 
of deprivation. 

The duty has an adverse influence upon the wool 
manufacturing industry. Developments in each 
branch of industry—the production of the raw 
material and of the finished goods—in this country 
are likely to have an influence on the other branch. 
The countries which lead in wool manufacture are 
the United Kingdom, the United States, France, 
Germany, and Belgium.’? Of these countries the 
only ones which have important sheep raising in- 
dustries are the first two, and the wool output of 
the United States is more than twice as large as 
that of the United Kingdom. This country occu- 
pies, therefore, a different position, with respect to 
the relation of its pastoral industry to manufac- 
turing, from that of any of the other countries. 

* Competition in the manufactured fabrics has come principally 
from England, but to some extent also from Belgium, France and 
Germany. Goods of fine material or fancy weave, or specialties, 
have been the classes most largely imported. The conditions of 
manufacture in this country have been such as to enable the 


domestic industry to compete more successfully in the staple 
varieties. 
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The wool grower supplies a greater proportion of 
the raw material for the manufacturer than in any 
other country. If the wool growing industry suffers 
an increasing disadvantage in its competition with 
foreigners, and if this results in high duties on wool 
and correspondingly high compensatory duties on 
woolen goods, it will have serious results for the 
wool manufacturing industry, which may have to 
bear part of the burden, at least temporarily. It 
will compel an addition to the investment and in- 
crease the risk. An influence will be exercised on 
the varieties and blends of wool which can be used 
by the domestic industry. The consumption of 
wool products may be lessened by the higher price 
and poorer quality of the goods, and such slacken- 
ing in demand for the products of the industry 
will affect its organization and its technical prog- 
ress and reduce employment. 

While the domestic manufacturers of woolen 
goods were restricted to the home market, as they 
were almost altogether before the war, the question 
of free raw materials was less important for them. 
Their principal concern was to secure an adequate 
compensating duty to offset the wool duty. Our 
exports of woolen goods increased greatly during 
the war, however, and we have exported large quan- 
tities since the signing of the Armistice. This trade 
might not continue even in the absence of a wool 
duty, but it is much more unlikely to continue with 
the duty in force. 
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Exports or MANUFACTURES oF Woo. * 


Year ee All Other Total 
COLO Ie $2,148,235 $1,668,199 $3,816,434 
LOT See a ee 9,108,900 16,829,617 25,938,517 
UOMO eae 19,368,501 33,331,873 52,700,374 
TOIT eased css os 4.452258 12,342,168 16,794,426 
OL Saar iAe ye wees 7,283,457 9,454,014 16,737,471 
Cy fl ee 14,665,069 33,167,699 47 832,768 
Ce he ae 8.160.416 36,410,586 44'571,002 
DOD lieretote sath orciaked 3,296,490 6,600,711 9,897,201 
QQ DREN A ts ets core ee 2,637,703 3,971,492 6,609,195 
NOD Peerage cane 2,844,934 5,032,612 7,877 546 
LODE. cc Oa ee 2,776,060 2,962,690 5,738,750 


*U. S. Department of Commerce, Foreign Commerce and 
Navigation Reports, 1916-23. 
* Fiscal years to 1918; calendar years since. 


The “drawback” granted to the exporter of 
woolen goods manufactured from imported wool 
does not neutralize the disadvantage of the wool 
duty.1? Those who advocate a duty on wool must 


*The drawback amounts to 99 per cent of the duty. This 
payment is approximate reimbursement for the duty paid on the 
wool, the intention being to place the exporter on the same basis, 
so far as the procurement of raw material is concerned, as his 
foreign competitor. The equalization of raw material cost alone 
is not sufficient to stimulate exports to any great extent, however, 
because of the conditions attendant upon the trade. In order to 
secure the drawback, proof must be given of the foreign origin of 
the wool. This is difficult unless the business is organized with 
special reference to the export trade. Sporadic sales abroad of 
surplus merchandise or of goods for which the foreign demand is 
especially active, are often the means of building up an export 
business. The exporter is usually not in a position to claim the 
drawback on such sales because they were not originally intended. 
Thus he is handicapped in extending his trade to the foreign 
market. Comparatively few American firms have found it worth 
while to organize especially for the foreign trade even in those 
branches of the woolen business which at times dispose of large 
quantities of goods abroad. Especially when domestic and foreign 
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believe that the interests of the wool manufacturers 
lie exclusively in home trade, for the wool duty 
penalizes them to such an extent that they can not 
hope to develop foreign trade while under that 
handicap.** 

The maintenance of a duty may even possess dan- 
gers for the sheep husbandmen themselves. Artifi- 
ficial price stimulation almost invariably has a 
weakening effect upon the producers of a com- 
modity. The adoption of new methods is delayed, 
and those in the industry come to feel that a sub- 
sidy is indispensable. Depending upon tariff help 
they compete no more effectively, and their profits 


wools are mixed, the cost and trouble of keeping the record are 
great. Free raw material would furnish a greater incentive than 
dutiable raw material with a drawback. 

*In 1914, the woolen and worsted manufacturing industry 
ranked seventeenth, in value of product, among the industries 
of this country. It stood second among the textile industries, 
with a total value of output of $379,484,000; cotton manufacturing 
ranking first, with a value of product amounting to $676,569,000; 
and silk manufacturing third, with a product valued at $254,011,- 
000. In 1919, woolen and worsted manufacturing ranked fifteenth 
(second among textile industries) with a total value of $1,234,- 
657,000, while the value of cotton manufactures was $2,195,566,000, 
and of silk goods $688,470,000. In 1921, woolen goods reverted 
to the same relative position, seventeenth, which it held in 1914. 
Among the 16 industries which ranked ahead of the wool manu- 
facturing industry were several which should be classified rather 
as groups of industries than as single industries, because their 
products are so diverse; for example, ‘Foundry and Machine 
Shop Products,” “Lumber and Timber Products,” “Cars and Gen- 
eral Shop Construction and Repairs of Steam Railroad Com- 
panies,” and “Printing and Publishing Newspapers and Periodi- 
cals.” There are also “Smelting and Refining of Copper” and 
“Petroleum Refining,” which rank very much lower in “value ad- 
ded by manufacture” than in “value of products.” Among the 
industries which rank ahead of the woolen manufacture, there are 
very few which import a large share of their raw materials. 
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are often no greater, than before the duty was 
levied. If the margin of production were fixed at 
a natural instead of an artificial point, the wool- 
growing industry might be given a strength which 
it does not now possess.?® 

It also leads to the practice of political bargain- 
ing, through which the interests of some classes 


“That the dangers of prosperity are recognized by some wool 
growers may be seen from the following quotation from column 
entitled “Affairs of Wool and Sheep,” in The National Wool 
Grower, January, 1923, Vol. XIII, No. 1. 

“Tt is now time for sheepmen to get back at work upon some 
of the internal problems of their business that were discussed 
but not solved prior to the war. Conspicuous among these are 
wool marketing, range control, and settled plans of more intelli- 
gent and economical production. 

“Accomplishment of post-war years include fair tariff legislation 
and improvement in transportation rates. A better credit system 
will soon be added to the list. These things may be termed as 
external affairs. They are not questions of production, but they 
do, largely, and sometimes altogether, determine the success of 
the business. Organized work will always be needed along such 
lines but right now the first call is for advance in’ internal 
matters. 

“There seems to be a promise of reasonably good markets for 
two or three seasons. No business can see further ahead than 
that. And prosperity always brings new problems. To the wool 
grower these may be over-stocking of the open range, and produc- 
tion of a supply of lamb greater than can be disposed of at the 
present level of prices. The wool outlet is broad and the export- 
ing countries are not in a position materially to expand the 
volume of their production. But with both wool and lamb high, 
values work against volume of consumption and contribute to the 
raising of wages and other expense, thereby adding to production 
cost and taking away from profits. 

“Tt is therefore the duty and problem of the producers to put 
into their business such American efficiency as will continue pro- 
duction at a price that will allow the largest consumption.” 
(Italics ours.) ; ; 

Professor W. C. Coffey is quoted as having said: (Annual Wool 
Review, 1922, p. 140) “I hope the recent tariff legislation will not 
lead any sheepman to feel that it is not as necessary now to be as 
careful in the management of his business as it has been in the 
past.” 
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are sacrificed, and through which the wool industry 
itself may be the loser in the end. To be specific, 
if the wool-growers purchase protection for wool, 
the benefits of which are dubious, at the cost of 
other duties clearly detrimental to them, they drive 
but a poor bargain. 


One must conclude that as a permanent policy 
imports of wool should be admitted to the United 
States free of duty. The maintenance of a duty 
does not markedly stimulate wool growing in this 
country. On the other hand, this particular raw 
material is a prime necessity, and a duty upon it 
augments the cost of living. In the passage of 
wool through the processes of manufacture and dis- 
tribution, the duty is multiplied until in its final 
incidence it is much greater than the sums gained 
by the producers in higher prices and by the govern- 
ment in revenue. The national balance of gain and 
loss thus falls distinctly on the wrong side of the 
ledger. 

None of the familiar arguments relating to public 
policy is conclusive in favor of the duty. It is not 
necessary to national defence. Wool-growing is cer- 
tainly not an “infant industry’”—a type of enter- 
prise sometimes entitled to extra consideration. 
And the government has extended to the industry 
so much assistance and guidance, in other ways 
than through the tariff, that the “vested rights” 
argument for protection is not strong. Further. 
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more, little can be said for it on the ground that it 
“diversifies production.” 

Even under a system of protection, duties are 
not levied upon all products. It is significant to 
note that the Tariff Act of 1922 left upon the free 
list the following articles: long staple cotton, potash, 
agricultural implements, binding twine, brick. 
cement, coal, hides, wood, wood-pulp, phosphates, 
and turpentine. When it is shown that a particu- 
lar duty does not greatly assist agriculture, is dis- 
tinctly to the disadvantage of a domestic manufac- 
turing industry, and materially burdens consumers, 
free admission of the commodity is clearly 
indicated. 

Nevertheless the fact must be faced that at pres- 
ent there is a duty; and it cannot be removed 
without reducing in some measure the price of wool. 
The reduction would bring loss to all engaged in 
sheep raising, and to some it would doubtless bring 
bankruptcy. When the duty was enacted the in- 
dustry was in the throes of a depression against 
which human foresight had been unable to make 
provision. The tariff is the means that was in fact 
applied to administer relief, and it did afford some 
aid in the acute emergency. Certain adjustments 
were made under the shelter of protection which, 
whatever the cost may have been to the rest of 
the country, saved many sheep owners from ruin. 
These adjustments have now had five years to 
effect consolidation, and there is no prospect that 
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the shelter will be removed in the immediate future. 
Should the insecure position of the industry con- 
tinue until the next general revision of the tariff is 
undertaken, it would be deeply regrettable, but it 
could no longer be designated an emergency. When 
the time comes for revision, therefore, continuance 
of protection to wool-growing must be determined 
from consideration, not of emergency or temporary 
conditions, but of the permanent position of the 
industry in the general economic system of the 
United States. 


CHAPTER XII 
SUMMARY 


The Tariff Act of 1922, through the inclusion of 
a higher rate on wool, has brought to the fore the 
issues of present and future policy toward an im- 
portant industry. The new law also changed the 
classification of wool, the method of levying the 
duty, and the treatment accorded carpet wools. A 
perusal of the technical matter relating to these 
difficult subjects may have left the reader in the 
frame of mind of John Randolph who, so the story 
goes, declared he “would go a mile out of his way, 
at any time, to kick a sheep.” To his relief, the 
reader will find this summary short. The conclu- 
sions of the study are contained in the answers to 
the eight questions which were presented in the 
Introduction. 

Can the American sheep industry hold its present 
position without tariff aid? A careful study of the 
effects of tariff change, especially of the removal 
of the duty in 1913, shows that some of the domestic 
producers would be eliminated by a transition from 
protection to free wool. This is true in spite of 


the fact that the tariff has not been of predominant 
287 


288 THE TARIFF ON WOOL 


importance in the development of the industry in 
the United States. World economic conditions, 
wars, droughts, changes in fashion, and develop- 
ments in the use of machinery have controlled the 
rise and fall of wool prices to a greater degree than 
has the tariff. Nevertheless, the tariff has created 
a differential of several cents a pound between the 
domestic and foreign prices of wool, and to wipe 
out this differential would eliminate some of those 
now in the business. 

If the American sheep industry, or a part of it, 
as at present organized and conducted, can not 
compete on even terms with the sheep industry of 
foreign countries, what is the nature of its disad- 
vantage? The increased cost of production of wool, 
due to the competition of other industries with 
wool-growing for the use of land, labor, and capital 
can hardly fail to constitute a permanent handicap 
to the American sheep industry. The land situa- 
tion, particularly, has created a difficult situation 
for many range wool-growers of the United States. 
The severity of the competition with the coun- 
tries of the Southern Hemisphere will be mitigated, 
however, by the halt in the increase (since the war 
an actual decrease) in the world output of wool. 
The slackening of production tends to keep up the 
world price of wool, and thus to improve the posi- 
tion of the American wool-grower. Furthermore, 
the prevalent tendency toward crossbreds will help 
to keep up the price of fine wool through deficiency 
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in the supply, and will make it possible for Ameri- 
can growers to secure a better price for their 
product by breeding for a finer clip. 

The farm sheep industry occupies a more favor- 
able position, in competition with foreign produc- 
ers, than the range industry because it depends 
mainly on the production of meat rather than wool.! 
In the farm states sheep-raising has come to occupy 
an assured though minor place in diversified agri- 
culture. Competition with other crops and farm 
animals prevents a large increase in numbers of 
farm sheep, however; and the industry is further 
limited by the nature of the domestic demand for 
mutton and lamb, which is not large nor readily 
extensible. 

Can the disadvantage of the range and farm 
branches of the domestic industry, respectively, or 
of the unfavorably situated individual producers, 
be measured by any exact criterion? The mere de- 
termination of the fact that some domestic pro- 
ducers suffer under a disadvantage is not sufficient 
for purposes of tariff-making. It is desirable to go 
further and measure the disadvantage in some way, 
whether the duty be designed to offset it fully or 
only partially. This part of the investigation relates 
chiefly to the range industry, because it is more 


4To the extent to which the American sheep raisers depend on 
meat production they are independent of foreign competition. 
Because of the prejudice of American consumers against frozen 
mutton and lamb the importation of foreign supplies of this kind 
of meat is negligible. 
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decidedly influenced by a duty on wool than farm 
sheep husbandry. 

The most widely discussed method of measuring 
the disadvantage is by the difference in cost of 
production of a commodity at home and in the 
principal competing countries. It is clear from 
previous attempts to apply this rule, that such dif- 
ference in cost can not be determined with exacti- 
tude, although it has been shown that domestic 
costs are higher than foreign. Moreover, it has 
been shown that if “marginal advantage” can be 
equalized at all, it may be done at any one of sev- 
eral points, and that choice of the correct point 
is a matter of judgment, not of mathematical 
certainty. 

The Tariff Commission, in its latest investiga- 
tion, did not secure figures for the cost of produc- 
tion in Australia, the principal competitor, and the 
costs secured in Argentina were not full enough to 
be entirely dependable. The outcome of this at- 
tempt of the Tariff Commission to supply figures 
suitable for the basis of a duty is not, however, 
different from the result of similar efforts. It is 
difficult, if not impossible, to measure relative com- 
petitive strength in this way. 

Is there any scientific method for the determina- 
tion of a correct rate of duty? If difference in cost 
of production is not a satisfactory basis for a duty, 
the next question is whether there is any other in- 
flexible rule which may be followed. A prohibitory 
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duty is not advocated even by the majority of the 
advocates of protection. It is not possible to enact 
a duty which will secure a fixed proportion of the 
home market for the domestic producers. <A tariff 
which produces the most revenue for the govern- 
ment admits imports in such quantity that it is 
not usually satisfactory to domestic producers. 
“Equality of competitive conditions’ may be es- 
tablished if wide latitude is given for the exercise 
of judgment in naming the rate; but it begs the 
question to assume that such a duty is the one 
which should be imposed. We are disappointed 
in our search for any unvarying rule. Demonstra- 
tion of the fact that there is no scientific method 
of determining a correct rate does not show, how- 
ever, that no duty should be levied. The conclu- 
sion is inescapable that the imposition of a duty 
does raise the price of wool and help the domestic 
growers. Therefore, the next problem which arises, 
is in regard to the results of any duty even if it has 
no scientific basis. 

What would be the effect upon sheep husbandry 
in the United States of different rates of duty on 
wool? The industry has so far adjusted itself to 
the present duty that the maintenance of a rate of 
31 cents per scoured pound would keep the margin 
of production at about the present, or a slightly 
rising, level for several years, in the absence of 
noticeably disturbing factors. The adoption of even 
a higher rate—say 50 cents per scoured pound— 
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would not raise the margin a great deal, on account 
of the competition of other crops and the necessary 
increase in costs. 

Free wool might reduce the output 15 per cent, 
temporarily. However, the price of wool bids fair 
to continue high; and, further, an increased demand 
from American consumers would tend to raise the 
world price. For these reasons, and because much 
of the American output is grown as a by-product, 
the wool production of this country would not de- 
crease greatly, in the long run. A reduction to 22 
cents per scoured pound probably would keep the 
domestic price substantially above the foreign price 
and would not greatly lower the domestic output. 

Is it possible to measure the burden imposed on 
consumers by the duty ard, if so, how great is it? 
Because of the duty, the consumers must inevitably 
pay higher prices for woolen goods, use goods of 
poorer quality, or suffer deprivation. The burden 
may fall upon them to some extent in all three 
ways: the wool manufacturers may temporarily 
share the cost, but, since competition prevails in 
the wool manufacturing industry, the burden of the 
duty must fall finally on the consumers. And the 
higher price of wool is pyramided in the course of 
manufacture and sale of the goods, to an amount 
much greater than the total of both the enhanced 
receipts of the wool growers and the revenues ob- 
tained by the government from the wool duty. 

Should changes be made in the wool schedule ir- 
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respective of any change in the duty? The new 
classification of wool which was established under 
the Tariff Act of 1922 conforms to trade practice 
and should be retained so long as a duty is retained. 
The present method of levying the duty on the 
scoured content is also an improvement, for it re- 
moves the discrimination which formerly existed 
between heavy-shrinking and light-shrinking wool, 
and will tend, in the long run, to give the growers 
the full benefit of the duty. The change in the 
compensatory duty largely removes the ‘“concealed”’ 
protection of former laws. The new method bears 
more heavily on wools of low value, however, as 
the ad valorem rate on such wool sometimes 
amounts to more than 100 per cent. These wools 
are necessary to the domestic wool manufacturing 
industry, and the discrimination should be corrected 
by the enactment of a maximum ad valorem rate, 
if the duty remains in force. The present discrimi- 
nation would be partially offset by the completely 
free admission of carpet wool, the duty on which is 
now refunded if it is shown that the wool is actually 
used in the manufacture of carpets. The competi- 
tion between imported carpet wool and domestic 
wool is so slight that the American wool-growers 
could hardly be affected by the change. 

What is the desirable public policy in regard to 
a duty on wool? It is not advisable permanently 
to maintain a duty on wool. The burden on con- 
sumers of wool goods more than counterbalances 
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the gain to producers. Moreover, there is no ele- 
ment of public policy which dictates the indefinite 
retention of aduty. It is not necessary for national 
defence, nor because of “vested rights” of wool- 
growers. Sheep raising is not an “infant industry,” 
nor can the duty be said to aid materially in the 
diversification of industry. In maintaining a duty 
we are, in the words of the old adage, “paying too 
much for our whistle.” 

Although the present duty has helped American 
wool-growers to extricate themselves from the diffi- 
cult position in which they were placed by post- 
war depression, the emergency is passing away and 
doubtless will have disappeared altogether by the 
time the next general tariff revision occurs. The 
_ Industry should then be dealt with on grounds of 
permanent rather than temporary policy. There- 
fore, when a comprehensive readjustment of tariff 
rates is made, wool should be placed upon the free 
list. 
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APPENDIX A 
WOOL PRICES AND THE TARIFF, 1860-1924 


The price of wool in the United States is dependent on 
world-wide conditions in the wool growing industry as 
much as on domestic conditions of supply and demand. 
The “world price” may have wide fluctuations, according 
to basic conditions in the great wool growing regions and 
the demand for wool in the wool manufacturing centers. 
There may be, it is true, a differential between domestic 
and foreign wool prices, created by a tariff on wool. 
There has been such a differential during much of the 
time when a duty on wool has been levied in this country, 
particularly since 1867. Other factors than the tariff are, 
however, constantly causing wide variations between the 
prices in different countries. Therefore, while the tariff 
may influence the proportion of the domestic wool pro- 
duction to domestic consumption, that proportion is gov- 
erned largely by other factors. 

The six diagrams on pp. 301-6 show, by index num- 
bers, the trend of general commodity prices and of wool 
prices in the United States and England from 1860 to 
the end of the Great War. Figures I, III, and V give 
a comparison of the index number of general prices in 
the United States with the index number of wool prices. 
The base of the index number is shifted twice. Figures 
II, IV, and VI give the comparison for England. 

‘Inspection of the charts shows that at the times of 
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tariff revision in the United States—1883, 1890, 1894, 
1897, 1909, and 1913—the changes which might have 
been expected if the tariff had exerted a strong influ- 
ence, did not take place. The market tendencies and 
their relation to the tariff during this period are sum- 
marized in the following paragraphs: 

1860-1870. The price of wool in the United States 
fell at the beginning of the Civil War, but before the war 
was over it had risen very high. There was a severe post- 
war depression in the industry from 1868 until 1870, in 
spite of the high duties on wool and woolens which were 
enacted in 1867. The price of wool in England was not 
enhanced particularly by the Civil War demand in the 
United States, and during the entire period 1860-70 the 
index number for wool was considerably lower than that 
for all commodities. 

1870-1890. The price of wool rose in both England 
and the United States in 1871 and 1872 on account of the 
demands occasioned by the Franco-Prussian War. Then 
began a long decline in the price of wool in common with 
the prices of other commodities, especially farm products. 
In spite of the high tariff on wool which was in force in 
the United States during these years, the price was lower 
relative to the price of other commodities than it was in 
England. For example, from 1881 to 1889 the index 
number for wool was about 15 points below the index 
number for all commodities in the United States, while 
in England it did not fall more than 5 points below the 
general commodity index. A reduction of 10 per cent in 
the rate on wool was made in 1872, but the original rate 
was restored in 1875. A re-arrangement of duties (with 
elimination of the ad valorem part of the duty) took 
place in 1883. These changes in duty were slight, how- 
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ever, and any effect they may have had was obscured by 
the downward trend of prices which extended over the 
whole period. The Tariff Act of 1890 contained prac- 
tically the same wool rates as the Act of 1867. 

1890-1896. The price decline of general commodities 
in both England and the United States continued until 
1896. The price of wool in the United States took an even 
sharper turn downward upon its free admission in 1894; 
while in England the price began to recover in 1894. This 
may be ascribed partly to the larger demand from the 
United States, for imports increased greatly when the 
duty was removed. The tariff change had a much more 
pronounced effect because it came at the end of a long 
period of declining prices. 

1897-1912. By the Tariff Act of 1897 the wool duty 
was restored. The rate was the same as that of 1890 
and substantially the same as that first enacted in 
1867. The price rose in the United States after the 
enactment of the duty and fell slightly in England. The 
Spanish-American War in 1898 and the Boer War in 
1899 exercised some influence in the direction of higher 
prices. During these years the price of wool was higher, 
relatively, than the prices of general commodities. The 
drought in Australia from 1895 to 1902 reduced the wool 
supply and stimulated prices. There was a temporary 
reaction in the wool price in the United States in 1901 and 
1902, and in England in 1901; but this was followed by a 
rise in both countries lasting until 1905, due partly to the 
demand caused by the Russo-Japanese War. ‘There 
were only minor fluctuations in both countries from that 
time until 1912. The re-enactment of the wool duty in 
1909 was followed by a slight decline in the price of wool 
in the United States. From 1905 to 1912 the price of 
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wool was higher, relative to the price of all commodities, 
in England than in the United States. 

1913-1924. Soon after the outbreak of the World War 
an unprecedented rise in wool prices began. Throughout 
the entire war period the index number of wool prices in 
both England and the United States was higher than the 
index number for all commodities. There was a rapid 
decline in the price of wool in the United States in 1920 
and 1921, followed by a recovery in the latter part of 
1922, and in 1923, which is partly explained by the Emer- 
gency Tariff of 1921 and the Tariff Act of 1922, and 
partly by the upward swing of the business cycle which 
came at this time, bringing better conditions and a rise in 
general commodity prices. Industrial activity and prices 
underwent similar fluctuations in England during these 
years. The price of wool in the United States in 1924 
was high relative to that of “all commodities,” despite 
the slackening of business activity and a decreased con- 
sumption of woolens. 


The following conclusions stand out clearly from the 
facts reviewed above: 


1. Wool prices have fluctuated, for the greater part of 
the time, in close harmony with general commodity 
prices. 

2. Although the tariff has exerted some influence on the 
price of wool it has usually been secondary to other 
factors. 

3. Wars have had a much more pronounced effect on 
wool prices than the tariff. 
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I. Inpex Numpers or WHOo.esaLte Prices or ALL ComMMopiTIES 
AND oF Woot (Fring WasHED CLoTHING, OHI0 FLEECE) 
IN THE UNITED Srartes, 1860-89 (1860 = 100) 


PRICE INDEX PRICE /NDEX 
200 £00 


20 20 
1660 M65 1670 1875 1660 1665 1650 
—— Woo! 
eneceresee All Commodities 


Index Number of Prices of All Commodities in the United 
States from U. S. Senate Report, No. 1394 (“The Aldrich Report”) 
52d Congress, 2d Session. 

Index Number of Wool Prices based on quotations in Statis- 
tical Abstract of the U.S. 
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II. Inp—ex Numsers or WHOLESALE Prices of ALL ComMMODITIES 
AND OF Woot (Port Puititie Goop Greasy AVERAGE) 
IN ENGLAND, 1860-89. (1860 = 100) 


PRICE INDEX PRICE INDEX 
4b 40 


40 40 
1860 1665 1870 1875 60 185 1650 
Wool 
eeceneees - All Commodities 


Index Number of Prices of All Commodities in England from 
Bulletin of U.S. Bureau of Labor Statisties, No. 284, p. 85. 

Index Number of Price of Port Phillip Good Greasy Average in 
the London Market constructed from prices in C. W. Wright’s 
“Wool-Growing and the Tariff,” pp. 352-3. 
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III. Inpex Numsers or WHovesaLé Prices or ALL ComMopItTIns 
AND oF Woot (FingE WasHeED CLOTHING, OHIO FLEECE) IN 
THE UNITED Sratss, 1890-1910. (1890-99 = 100) 


PRICE INDEX PRICE INDEX 
160 60 


SUUINAENAINDY 252-5 
PNT LDBARYETT TS 
CENESSPECCEEELLL 
CENCE 


UCECEELELEV ECPI 
thel ( 
30 1905 1310 
"Wool 
wessesee~ All Commodities 


Index Number of Prices of All Commodities in the United 
States from Bulletin of U. S. Bureau of Labor Statistics, No. 173, 
p. 126. 

Index Number of Wool Prices based on quotations in Statistical 
Abstract of the U. S. 
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IV. Inpex Numpers of WHOLESALE Prices or ALL CoMMODITIES 
AND OF Woo. (Port -Puim.ie Goop Greasy AVERAGE) 
IN ENGLAND, 1890-1910. (1890-99 — 100) 


PRICE /NDEX PRICE INDEX 
180 160 


890 155 700 205 7310 
Wool 
enbananes All Commodities 


Index Number of Prices of All Commodities in England from 
Bulletin of U. 8. Bureau of Labor Statistics, No. 284, p. 85. 

Index Number of Price of Port Phillip Good Greasy Average 
in the London Market constructed from prices in C. W. Wright’s 
“Wool-Growing and the Tariff,’ pp. 352-3 (from 1890-1902) and 
from “Statistics Relating to the Worsted and Woollen Trades of 
the United Kingdom,” published by the Bradford Chamber of 
Commerce (1902-1910). 
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V. Invex Numpers or Wuo.esaLe Prices or Att CommMopitins 
AND OF Woot (FINgE WasueEeD CLOTHING, OnI0 FLEECE) 
IN THE UniteEpD Sratss, 1913-24. (1913 = 100) 


PRICE INDEX PRICE INDEX 
450 450 


0 0 
W3 (194 IAS 196 197 198 199 130 IK 192 IRS 13h 


— Wool 
Geaeeen wen All Commodities 


Index Number of Prices of All Commodities in the United 
States from Bulletin of U.S. Bureau of Labor Statistics, No. 335, 
p. 9, and from U.S. Department of Commerce, Survey of Current 
Business. Index Number of Wool Prices based on quotations in 
Statistical Abstract of the U. S. 
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VI. Inpex Numpers or WHOLESALE Prices of ALL CoMMODITIES 
AND OF Woov (Port Puriuiie Goop Greasy AVERAGE) 
In ENGLAND, 1913-24. (1913 = 100) 


PRICE INDEX 
500 


PRICE INDEX 
500 


0 

INS 194 «IAS-—«196—S«*S?—«BsS—=C*«aSS'~SC«iS'ZOD.SC«*SRS«dS2—«SLDB wat 
Wool 

weeeeeeee All Commodiities 


Index Number of Prices of All Commodities from Harvard 
Review of Economic Statistics, June, 1923, p. 159. 1923 and 1924 
from London Statist. 

Index Number of Price of Port Phillip Good Greasy Average, 
London market, from “Statistics Relating to the Worsted and 
Woollen Trades of the United Kingdom,” published by the Brad- 
ford Chamber of Commerce, and from Annual Wool Review of 
the “Bulletin of the National Association of Wool Manufacturers” 
(U. 8.), 1924. 


APPENDIX B 
PRICE TRENDS 


The following tables of index numbers indicate (1) the 
movements of commodity prices in the United States in 
recent years, and (2) the changes in the relative ‘prices 
of woolen goods during the last decade and a half. The 
figures are taken from the U. S. Bureau of Labor 
Statistics. 


InpDEX NUMBERS OF WHOLESALE Prices, BY Groups or ComMMOoDITIES * 


(1913 = 100) 
“) —" nn 0 
2 Ewlow| Sz] wS] ah! 2 | ga 
Year and Month 28 x re Eee ag 3 25 re 2 » gs 
Fe| 8 | 32] ee lsvel se | ee (358) = 3 
go | & |OO|aa lSsalas | O§ lmao] ds 
1921 
Average for year..... 124 | 144 | 180 | 199 | 129 | 165 | 136 | 195 | 147 
Ji 162 196 | 247 | 153 192 153 | 217 170 
February 151 188 | 225 | 147 | 180 | 149 217 160 
March 151 183 212 140 173 143 216 155 
April 144 176 | 205 | 188 | 167 135 | 216 | 148 
May 139 | 173 | 200 138 | 165 | 1384 | 209 145 
June 13%, 172 191 133 | 163 133 | 196 142 
July 141 Liz 186 | 124 | 160 129 180 | 141 
August é 146 1 by gu USe lela et oO feLZOM OM ae 
SEDtEM DCL crete tie 124 142 L785 L3L | LG sss) | 18h 179 | 141 
WMOTOD EM tates siele ie aos 124 140 | 180 189 | 116 | 159 | 131 | 180 142 
November ccc ees 121 | 139 | 180 | 197 | 114 | 163 | 129 | 178 | 141 
December w..ceeees 120 136 | 180 | 199 | 113 | 158 | 127 | 178 | 140 
1922 
Average for year..... 188°] 188 | 18i | 218 | 122 | 168 | 124 | 176 | 149 
OS MINALY | A ieee si oisheveyia DOA else | ee On| Loos eile glieLo 124 | 178 | 138 
BGDrUarye © sxe si seine Sle eso ee | Loe eeLOsNedoao: | ase eI a a 
WER TES Ae eo aOINIOD C TON PLS Tale | Lote LOO ASS le t2 5. euro eee 
IAVIT ML aretetetelstomisin.dicisl = 129 137 | 171 | 194 113 156 | 124 175 143 
WERE Boao olcpehenhO ci OL 132 138 | 175 | 216 | 119 160 122 176 148 


* Source: United States Department of Labor, Bureau of Labor Statistics, 
Bulletin No. 390, Wholesale Prices, 1890 to 1924, pages 16-23. 
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Inprx NUMBERS OF WHOLESALE Prices, BY Groups or ComMopiTIEsS—Continued 


am 
a 
Year and Month Ox 
a3 
<8 
IG ga renevaysererersvenstere 150 
Sie Beaoooouaccos 155 
ANMBUSE aicic ce acres a4 155 
September ........- 153 
Oetober eo vic.c« werwsre's 154 
INO Memtber tetarerelele=) 156 
December <.s..cicdsie 156 
1923 
Average for year..... 141 | 144 | 200 | 185 | 144 | 189 | 131 | 183 | 154 
SANUALY  ajsyoisserevevacel 143 | 141 | 196 | 218 | 133 188 | 1381 | 184 | 156 
HebRUaIIY veer eisiese 142 | 141 | 199 | 212 | 139 | 192 | 132 | 184 | 157 
Maven Misiae<.cs aie le 143 143 | 201 206 | 149 198 | 135 185 159 
GRE TY Fate neratateerwrevsser 141 144 205 | 200 154 204 136 187 159 
MAY teeter sisters wtea Caistele 139 | 144 201 190 152 202 134 187 156 
SeUINION sararale atereicla viele 138 | 142 | 198 | 186 |] 148 | 194 | 134 } 287 | 153 
CHONG euetoncrnnerstetexe renee 135 141 193 183 145 | 190 128 187 | 15k 
AUIS USE «lala seers exaveatee 139 | 142 | 193 | 178 | 145 | 186 | 127 | 183 | 150 
September ........ 144 | 147 | 202 | 176 | 144 | 182 | 128 | 183 | 154 
OMetOwer iar aicraretereleves 144 | 148 | 199 | 172 | 142 | 182 | 1299 | 183 | 153 
November wn) seeess 146 148 | 201 167 141 181 |} 130 176 | 152 
December sce cs ccws 145 | 147 | 208 | 163 | 142 | 178 | 130 | 176 | 151 
1924 
Average for year 144 | 191 | 170 |] 185 | 175 | 130-4 173 | 150 
January 143 | 200 | 169 | 142 | 181 | 182 | 176 | 154 
February 143 | 196 | 180 | 143 | 182 | 181 | 176 | 152 
March 141 191 181 144 182 130 175 150 
DTN ave kava cremate 137 189 179 139 182 128 175 148 
WEY aated cel civferereleneralevets 187 | 18% | 277] 285. | L804 | ANS ae 
OD Caeiccaiersreteraletarerels 136 187 175 132 173 aby) 171 145 
AUG ale xiel suave etree nile 139 188 173 130 169 127 171 147 
AUIS USE: necatalererava baerere 144 | 190 | 170 | 130 | 169 | 180 | 171 | 150 
September << cecewss 143 148 187 168 128 cf 131 bag 4 149 
Oetoberetenererciatetetee 149 152 188 162 127 17% 132 171 152 
November .......-. 150 | 154 | 190 | 163 | 129 | 172 | 184 | 172 | 153 
December ..... weet 27 | LOS p £or | POS || 23S) WS b Ash) aa eon: 
1925 
Average for year .....| 158 | 158 | 190 | 175 | 180 | 175 | 134 | 169 | 159 
ATUAL VA el ioe ie svelsrere 163 } 160 | 192 | 268 ] 236 | 179 | 185 |) 13 (ved 
Hebruaity') vreicucerateiccs 162°] 16% | LOX | A%8 | 186 | 18s | 18H | ays) | ree 
Marah: %.%, Sisters aiererers 161 159 191 174 134 180 134 170 161 
ADDIS ayia siesensvelsrevave 153 154 | 190 169 | 129 174 134 171 156 
UA aerate cratehaveiate tars 152 1538 188 168 | 127 174 | 133 ayia 155 
AUTO aier tare anaverarerernts 155 155 | 188 Ais: | kG swat 133 170 157 
ONAL ante halaturelace ra aie 162 157 | 189 172 | 126 170 13 169 160 
POR AU eo ERO TERN TOE A 168 159 | 190 170 | 127 L772 | 135 169 160 
September ........ 160 | 160 | 189 169 | 127 | L74 | Ase | 168) 1) 260 
OCTODER. <os:c% sisteioun.s 155 158 190 a 128 174 135 168 158 
November ....00. 154°] 260) | L838 i} 75) | 130) |) LTE 2|) L8beP L66 158 
December oie vescd 152 157 187 175 ESOM ie 185 166 156 
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Inpex Numpers or Reiativs WHOLESALE Prices or WooLEN Goopg 
1910 to Junge 1924 * 


(1913 = 100; Based on Average Price per Yard) 


“ys Women’s ; 
Flannels ue Dress Tee 
Year White, 44 Worsted ; Goods— Suits: 
Ballard Di i French : 
[Vale No. 3] 77188°P41; | Serge 35- 337% 
16-02. 236 a Worsted 
NO NOF Eee closcrmestecace s 100.4 105.6 106.8 100.00 
LOT Rees See te 92.8 92.1 102.7 100.0 
Gear ere Acc aae 97.5 101.8 100.5 100.0 
OUST ners. rca: 100.0 100.0 100.0 100.0 
OAR ee cere 98.1 92.8 92.5 100.0 
LOLS e err ce sees 102.4 107.1 95.3 100.0 
NOM GH cts exace heres: 111.2 144.4 129.2 110.7 
LOU Beret oat 157.1 226.1 216.3 163.8 
NOUS acer Semen 190.2 308.4 271.8 239.6 
TOMO cathe hovers cciex cle to 187.1 227.9 273.3 239.6 
ODOR ees etiras cess 223.6 361.5 328.1 470.8 
PAL 8 acre ees 176.9 192.2 219.9 2746 
TLS DA ie erceerchcicne cece 202.0 196.5 200.9 284.4 
NG 5) Becta ive oe raion os 219.4 Qaene 2282 299.5 
UO DAMA Per lenstaccre atetess 215.8 219.2 234.9 306.9 
IES dec ec aera Cer Cc 222.9 217.4 242.1 309.6 
1921 
RUA TIME etait oroysiekersots 176.9 243.3 286.6 289.4 
INGSS. asdiodueoenses 176.9 206.8 219.7 289.4 
IM Rai Rs» Aamir aise netetod: 176.9 186.3 219.7 289.4 
AN)... Se AO OO 176.9 185.6 219.7 269.6 
INTERNA eersomrnines aber 176.9 185.6 219.7 269.6 
MINITLCMIMES: onc ce te cud 176.9 185.6 219.7 269.6 
dil? (Soe Scere ree 176.9 185.6 219.7 269.6 
FAW eiiaetan's (otter 4; shsy ous 176.9 1856 219.7 269.6 
Septsume wcrc sass 176.9 185.6 219.7 269.6 
(Ore Res A eee ee arnt 176.9 1856 200.0 269.6 
INOW tan clecetenetess es 176.9 185 6 197.0 269.6 
IDING “Sie ab ance oerocn 176.9 185.6 197.0 269.6 
1922 
ISIE Role she Sa chevexe 176.9 184.2 197.0 269.6 
12te\ Oe eased srhereree coe 176.9 180.7 197.0 269.6 
IM EES aA a Seon 176.9 180.7 197.0 269.6 
I NOs, Ven ear ae Sore 194.2 180.7 197.0 269.6 
INGRe \ooscomoptons 200.1 180.7 197.0 269.6 
AhUlits” "Ap Aeiooe OOS 205.0 201.4 197.0 269.6 
Julyasene ee shies 215.8 204.6 197.0 299.5 
PAU Crepes veriteratdhers 215.8 195.4 197.0 299.5 


* For data, 1910-1922, see Bulletin 335, U. S. Department of 
Labor, Bureau of Labor Statistics. Since 1922, see Wholesale 
Prices of Commodities, monthly bulletin published by U. S. 
Burean of Labor Statistics. 


THE TARIFF ON WOOL 


mee Women’s ; 
Flannels eee Dress pane 
White, 4-4) Woy 4. | Goods— | giits. 
Ballard Tigtousk _ French 33%, 
5 +) sero QF 
Vale No. 3) “46-07. ee oe. Worsted 
1922 (continued) 
Septamestteccite-si-1- 215.8 1954 197.0 299.5 
(OG Fe Sag cine OCe 2158 214.0 1984 299.5 
INGONiG. ocomuenen cose 2158 219.8 219.7 299.5 
IDO Andee oa On OOo 215.8 219.8 219.7 299.5 
1923 
Va mere stares ores sores 2158 218.2 219.7 299.5 
NG) os “Sn cer een 215.8 214.9 223.5 299.5 
IMbh2 Saeeaaopieeicod 215.8 214.9 227.3 299.5 
ANom, Gacsnaadacoac 224.4 247.5 227.3 299.5 
IMIR Geoonwn ce cone 224.4 247.5 Wis 299.5 
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NOVEM nace omnes 2158 236.1 234.9 299.5 
OCs keen nese ooreree 215.8 236.1 234.9 299.5 
1924 
END) PE ere eteaes e 215.8 2182 234.9 299.5 
Bie yee vata 215.8 218.2 234.9 299.5 
aN Tig eae eee Paice 2158 218.2 234.9 299.5 
AN) ameres crater ster nlarertays 215.8 218.2 234.9 309.6 
INE Ve reel actene eee es 215.8 2182 234.9 309.6 
A hObOUG Ye fos ee ce 215.8 2182 234.9 309.6 
DI Si? erences ssa 215.8 2182 2349 309.6 
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JOVVOS” SEAaccon ce 215.8 226.3 234.9 309.6 
1925 
RU Giraeeerrre cieecelcrorsien 215.8 226.3 237.5 309.6 
GO Wee tetera cae | 215.8 226.3 242.4 309.6 
Nite ha rer oe rereta skaePask 224 4 226.3 242.4 309.6 
IND Sate esc: rotine o:0; Sosa 224.4 226.3 242.4 309.6 
IVES Views reve comet. 224.4 226.3 242.4 309.6 
ULI Ceiectateencis.o 0 (susie 224.4 226.3 242.4 309.6 
CViallivaeeeetette’seccarwysicveu tes 224.4 226.3 242.4 309.6 
WNT] Ogi entstertialssa: ieee 224.4 226.3 242.4 309.6 
SIO praeaceace 224.4 198.2 242.4 309.6 
ONG Tertencreosa'ie 224.4 197.0 242.4 309.6 
INKS Fos on ue eeeoe 224.4 201.7 242.4 309.6 
NB Taxco mh Son ete 224.4 201.9 242.4 309.6 
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APPENDIX C 


CARPET WOOLS: THEIR PRODUCTION, MARKET- 
ING, AND USES 


A brief review of the conditions under which the vari- 
ous kinds of carpet wool are grown, prepared, and 
marketed, and a consideration of their uses, will bring out 
their non-competitive character. Much of this kind of 
wool does not enter into the world’s commerce, but is 
woven on hand looms into garments by the natives of the 
countries where it is grown. Of that which enters into 
the United States, 90 to 95 per cent is used for making 
carpets or miscellaneous articles like felt boots, horse 
blankets, coarse upholstery goods, paper-makers’ felt 
aprons, and wadding for gun cartridges.t Some varieties 
are scarcely better than animal hair, and are so mixed 
with all kinds of impurities that they scarcely deserve the 
name of wool. 

Almost all of the countries of western Europe produce 
at least small quantities of the carpet wool used in the 
United States. Pyrenean wool comes from both the 
French and Spanish sides of the Pyrenees Mountains. 
The French variety is coarser and longer in staple, and 
more uniform than the Spanish. The Balearic Islands 
and Corsica also furnish some carpet wool. The former 
is similar to the Pyrenean; the latter is gray, brown and 
black, and of long staple. Scottish “black-face,” grown 


*U. 8. Tariff Board, Report on Schedule K, p. 413. 
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in the highlands north of the Firth of Clyde and in the 
western highlands of Scotland, is one of the most im- 
portant kinds. Very little is utilized by local manufac- 
turers or spinners in Scotland, most of it being sent to 
the larger markets for sale. Some is of sufficiently high 
quality so that it is used in the manufacture of braids, 
or mixed with finer wools in the manufacture of home- 
spun cloth or of other goods having a rough finish. The 
“heide,” or heath wool, which is similar to Scotch “black- 
face,” comes from Germany, Iceland, Norway, Finland, 
the Faroe Islands, and Russia. Some “pulled wool” 
comes from the tanneries of Naples. The island of 
Sardinia supplies wool of a carpet grade, small quantities 
of which are used in the United States. 

Russia has always been one of the largest producers of 
carpet wool. In southern Russia most of the wool is of 
the Merino type, but the proportion of Merino grown in 
the country as a whole is small. The grades of Russian 
cahpet wool most familiar to American users, Douskoi 
and Savolga, come principally from the market at Rostov 
on the Don and from the region beyond the Volga. The 
Georgian wools called Toucha, Nouka, and Tartar or 
Tarakama, are also used in the United States. All these 
are strictly carpet wools and are coarse and harsh. In 
the Transcaspian region sheep raising is carried on by 
Turkomen, who are nomads of the steppes and sandy 
plains. The wool, which is harsh, colored, and dirty, was 
purchased in small amounts before the war by United 
States importers. Other varieties of Russian wool are 
the Merv, Bockhara, Afghan, Turkestan, Fergana, and 
Semirechi, all of which are similar in nature to the kinds 
described above. 

Considerable wool is raised in Southeastern Europe and 
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in Asia Minor. Sheep raising is the chief occupation 
of Macedonian and Albanian peasants, who are moun- 
taineers living under primitive conditions. Three kinds 
of wool are produced in Bulgaria: first, the Karnobat 
wool, soft and lustrous, which is used in making fine 
carpets; second, an average grade of wool having no 
special characteristics; and third, a coarse variety pro- 
duced by the sheep belonging to Roumanian nomads. 
There are no special trade names for the two latter 
varieties. The wool which comes from Hungary, Bosnia, 
and Herzegovina is known as Zackel wool. Some of it is 
long-staple, but it is all coarse and is used for low-grade 
carpets. 

Asiatic wools are all strictly carpet wools, with three 
exceptions: China lambs’ wool, China ball wool, and 
Bagdad wool. The finest imported rugs and carpets come 
from Asia Minor, and from that region also are imported 
some of the best varieties of carpet wools. Three classes 
of wool are produced in Turkey,—namely, the Roumelian, 
Anatolian, and the Syrian. Under the first class the 
varieties best known in America are the Adrianople 
(placed in Class I in 1897), and the Kassapbatchi, a 
pulled wool which comes from the tanneries of Constanti- 
nople; under the second class the best known are the 
Smyrna and the Angora wools, which are of good length 
and quality but shrink heavily; under the third class, the 
Aleppo, and Damascus varieties, which are excellent car- 
pet wools, and are usually imported in the washed state. 
The wool known as “Bagdad” is used at times in making 
cloth. It comes from lower Mesopotamia, a fertile coun- 
try where the sheep are well cared for. The proportion 
of gray hairs and colored fibre in it is, however, some- 
times as high as 40 per cent, so that it is supplemental to, 
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rather than competitive with, American wool, although 
it also was placed in Class I in 1897. 

Most of India has too hot a climate for successful sheep 
raising, but in the mountains and in the northern part of 
India, notably that region known as the Punjab, there 
is considerable sheep raising. There are more than 
20,000,000 sheep in the whole country; but the average 
weight of fleece is only between two and three pounds. 
A large part of the Indian wool, which is exported to 
England and marketed in Liverpool, is taken from im- 
proved sheep rather than from the native sheep; yet it 
must be classed as carpet wool. It appears to be a mass 
of tufts, which look as though they had been pulled from 
the animal. Practically all Indian wool is marketed in 
a partially washed condition. The wool is bought up by 
native merchants at fairs and bazaars in the large towns, 
and is sold by them to the British importers. The 
principal varieties received from Bombay are the Joria, 
which is sometimes used in the manufacture of cloth and 
blankets, and the Vicanere, which is not quite as high in 
grade but is sometimes used in rough cheviots and 
“homespun.” Wools from Afghanistan and Baluchistan 
are received in Bombay and Karachi, reassorted and ex- 
ported. The Kandahar, from Afghanistan, is a high- 
grade carpet wool used in Wiltons, Brussels, and Axmin- 
sters while the Kelat Baluchistan is shorter and of poorer 
quality. Jesulmere is used only for filling, while Marwar 
is little better than goat hair. Although the number of 
sheep in the Madras Presidency is greater than in other 
sections of India, the wool is principally black or gray 
and of a hairy nature, and little of it is exported. 

From one-third to one-half of the carpet wools used 
in this country come from China. The leading wool- 
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growing provinces of China are Shantung, Mongolia, 
Manchuria, Kansu, and Szechwan. Wool is the leading 
item of export from Tientsin to the United States, and 
that port and Shanghai export practically all the wool 
coming out of China. Over 40,000,000 pounds of wool 
are exported each year. The amount used in China is 
also large although no statistics of production are avail- 
able. The Chinese use lambskins and sheepskins for 
lining garments, but the principal product of the industry 
is mutton, rather than wool. 

Most of the carpet wool which comes from Africa is 
grown in the northern part of the continent. Wool from 
Egypt and the Anglo-Egyptian Sudan is usually a by- 
product of sheep raising for mutton production. Bedouin 
sheep find pasturage on the cultivated borders of the 
desert. The industry is carried on under primitive condi- 
tions, and the wool is of low grade. Most of the 
Egyptian wool is exported to England. There are 
nomadic tribes in Algeria which have large flocks of 
sheep. It is said that the prototype of the Spanish 
Merino came originally from the plateaus of the Atlas 
Mountains. Algerian wools are classified into Arab 
wools, and Kabyle wools. The former are soft and elas- 
tic, while the latter, from open fleece sheep, are hard and 
glossy. The classification of native wools and colonists’ 
wools is also sometimes used. Adulteration of the fleece 
by fine sand is common, and has given the Algerian wools 
a bad reputation. Poor wools have often been indis- 
criminately mixed with better wools, also. Some wool is 
raised in Tunisia by European settlers, but most of it is 
grown by native farmers. The Merino, crossbred, and 
fine Tunisia wools are used for textile purposes, but the 
coarse Tunisia is used only for stuffing mattresses. Most 
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of the wool is used in the domestic industries, and some 
is sent to France; but the Tunisian wools are little used 
in the United States. 

The only other source of carpet wool used in the United 
States is South America. This is designated in the tariff 
as “native South America,” “Cordova,” “Valparaiso,” or 
“other wool of like character or description.” 2 The na- 
tive South American sheep are known as the Criollo 
breed. Their numbers are decreasing as improvement of 
the flocks progresses, but enough are still found in Chile, 
and in the provinces of Cordova and San Luis in Argen- 
tina, so that a considerable amount of this wool is avail- 
able. Most of the Valparaiso and Cordova wool is of 
excellent quality for carpet making. 

It is evident that by far the greater part of the carpet 
wool produced throughout the world is not adapted to the 
manufacture of fine goods. It comes from nondescript 
sheep which receive little attention. The methods of 
shearing and sacking the wool often cause it to de- 
teriorate still further. Now and then small lots are 
adapted to the manufacture of cloth, and certain grades 
are regularly used in the manufacture of tweeds, home- 
spuns, and other rough goods. But it offers little direct 
competition with American wool. 

The changes in the sources of supply of carpet wool in 
late years are not striking. The most noteworthy differ- 
ence is the absence of Russia from the list. The increase 
in the total amount of carpet wool imported into the 
United States is considerable. 


2The Tariff Act of 1922, Paragraph 1101. 


APPENDIX D 


INQUIRY AS TO THE BEST METHOD OF CALCU- 
LATING COSTS IN CASES OF JOINT 
PRODUCTION 


The following charts illustrate the difficulty of de- 
termining the cost of production of a commodity pro- 
duced jointly with another. The conclusion reached by 
this study is that when two commodities produced jointly 
are of nearly the same importance it is best to allocate 
joint costs on the basis of the receipts which accrue to 
each product respectively. When, on the other hand, 
one commodity is clearly of major and the other dis- 
tinctly of minor importance, it is best to subtract re- 
ceipts from the sale of the by-product from total expenses 
of production, and to regard the balance as the cost of 
production of the major product. 

The following charts show that both the foregoing 
methods are open to objection; that they both encounter 
logical difficulties. It is a question of expediency as to 
which method should be used. Expediency plainly 
dictates the use of the former method in the case of wool; 
and it was that method which was used by the U. S. 
Tariff Commission in its investigation of the cost of pro- 
duction of wool in 1918-21. The latter method was used 
by the U. S. Tariff Board in 1910-11. 

So many commodities are produced jointly that the 
question as to which method is preferable frequently 
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recurs. The conclusion reached in this instance is one 
which seems to have general applicability, and it is here- 
with presented not only for its bearing upon the question 
of wool costs but also for its wider significance. 

The diagrams which illustrate this cost analysis are 
numbered from I to X, and are shown on pages 322-332. 
Figure I gives the results of the Tariff Board method of 
finding the cost of production of wool: from the total 
expense per head, deduct the returns from mutton; the 
balance is the “cost of production” of the wool. This 
diagram uses, first, the figures for expenses and receipts 
obtained by the Tariff Board in 1910-11, and second, the 
figures of the Tariff Commission obtained in 1918. 

Figures II and III portray the fact that the cost of 
production of wool and the profits made in the sheep in- 
dustry are just as dependent upon the returns from 
mutton as on the returns from wool; that the expense 
per head may remain the same, yet the cost of production 
of wool may go up or down as the returns from the sale 
of mutton and lamb fluctuate; and that the influence of 
this joint product, mutton, upon the cost of wool is much 
greater than would be the influence of a genuine by- 
product. The letter fact is further illustrated by figure 
IV. The total receipts from cottonseed, linters, and other 
by-products are about 121% per cent of the total receipts 
for the cotton crop. A pronounced fluctuation in these 
receipts affects the costs and profits in the industry much 
less than a fluctuation in mutton receipts affects the sheep 
industry. 

Figure V shows that the receipts from molasses would 
have to be multiplied several times in order to reduce ap- 
preciably the net cost of sugar production. It is interest- 
ing to note that the “Tariff Board method” was followed 
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by the Tariff Commission in computing the cost of pro- 
duction of sugar, and that the method was criticized by 
some sugar producers on the ground that in some in- 
stances molasses becomes a very important product of 
the industry. In such cases, they maintained, the costs 
should be apportioned. Such instances are sufficiently 
rare, however, so that the method followed was satisfac- 
tory in application. 

In figure VI mutton is regarded as the main product, 
and its “cost” is ascertained by the Tariff Board method; 
that is, receipts from wool are set off against the total 
expenses and the balance is designated the “cost” of the 
mutton. This method is applied to the figures for re- 
ceipts and expenses obtained by the Tariff Board in 
1910-11, and by the Tariff Commission in 1918. It is 
shown that the profit on mutton and net returns per head 
increased greatly. This diagram VI and figures VII and 
VIII illustrate the fact that when mutton is considered 
the main product and wool the by-product, and the 
Tariff Board method of finding cost is employed, the 
“cost” of mutton depends as directly on the returns from 
wool, as did the cost of wool on returns from mutton 
when we used the converse method. Compare figures 
II and III with figures VII and VIII. 

In figure [X a new method is applied: expenses are 
apportioned between wool and mutton in the same ratio 
as the receipts from each. By this method, an increase 
or decrease in the receipts from one of the joint products 
does not affect the cost of the other product in such a 
pronounced manner. 

In figure X a third method is applied,—that of the 
Tariff Commission in 1918. Expenses which can be 
directly traced to wool are charged to it, while the re- 
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maining expenses are apportioned between wool and 
mutton. This method reflects the true state of affairs 
even more closely than Method 2 shown in figure IX. 
The cost of wool decreases from 18 cents a pound to 15.4 
cents a pound, while the profit per pound increases from 
2 cents a pound to 4.6 cents a pound. 

Under the third, or Tariff Commission method, the 
cost of wool appears somewhat higher. By this method, 
wool is made to bear an increased share of the cost be- 
cause of the increasing proportion of the returns which 
come from that source. Both Method 2 and Method 3 
give results which are less capricious than Method 1. 
They afford the means of finding the cost of production 
of joint products at one and the same time, without 
duplication in the figures; and they do not err in ascribing 
all the profit of the industry to one product. They are 
predicated on an assumption, which may or may not be 
true, that the increase in receipts for one of the joint 
products is an index of a corresponding increase in costs 
for that product. But the Tariff Board method, on the 
other hand, assumes that an increase in the returns from 
one of the joint-products is an indication of a decrease in 
costs for the other joint-product, which may or may not 
be true. Since none of the methods is free from logical 
weakness, the most expedient method should be adopted; 
and this appears to be the third or Tariff Commission 
method. 
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1. Cost Method Used By Tariff Board 
I. Cost or Woot In 1910 anv 1918 


Total Receipts $2.55 


NET PROFITA44 


Se oe 


Receipts from Wool $1.45 


Total Receipts $8.82 


MUTTON COST= NET 
RECEIPTS FROM MUTTON PROFIT 
8 4.50 j $2168 


§—<——____—___——_—____ Total Expense 36.04 a 
Receipts from Wool $4.32 


From the total expense per head, deduct the returns 
from mutton; the balance is the “cost of production” of 
the wool. 


Item A. (1910) | B. (1918) 

Retumsirom: WOOlsa. cee. ee oemeiiceees $1.15 $4.32 

se YP Seu tOnigeasek ee tenes 1.40 4.50 
Rieceiptsyper Noaduvesseente neers $2.55 $8.82 
EXPENSE Er: DAG» cxceiin o cae ineire nets 2.11 6.64 
INe@tT prolitin.. cnc stg sete ciate ciceceetes $ 44 $2.18 
Total expense minus receipts from mut- 

ton equals “cost” of wool............ A 2.14 
“Cost” of mutton equals receipts from 

TMUCCON We, sramceere ne eda cer cee 1.40 4.50 


From 1910 to 1918 the price of wool went up; returns 
from mutton increased (number of pounds of each re- 
maining the same) ; expense per head and “cost of pro- 
duction” of wool both went up; profit per pound on wool 
and net returns per head both increased greatly. 
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II. Cost or Woot, wirnh Murron Returns InNcrEAsING AND Woon 
Returns DEcREASING 


Total Receipts $2.80 


MUTTON COST = ‘woo NET 


FECEIPTS FROM MUTTON PROFIT 
1.40 : 4 70 


z 2 ' 
| —— Receipts from Wool $1.40 ——l 
TE et —————— ers 


Total Receipts $2.85 


MUTTON COST= 
RECEIPTS FROM MUTTON ere 
SF 1.80 8.75 


| ts Spear pe Receipts $1.05. 
Total Expense $2.10 


From the total expense per head, deduct the returns 
from mutton; the balance is the “cost of production” of 
the wool. 


Item A. 1B} 
Returns from wool (7 Ibs. at 20¢)........... $1.40 | $1.05 
(7 lbs. at 

15¢) 

I RSUOUHDE) ApONEO, SUMO Gonocooonoaodeadunouat 1.40 1.80 

HRECETOUSMPEIN MCA ier. sists ynsrsfeeters a Aoteisce ale /ecee's $2.80 $2.85 

HPSETES Ce DEITY ILCACL Maya eucteretacclerese ele senctanstetars)ehe 0 «(6% 2.10 2.10 

Ne tame rOlitie nity. maetatcron eiete c wictevectattoris e.clete $0.70 $0.75 
Total expense minus receipts from mutton 

Goals C Ost OlmVViOOlun anit Gri etlctnet eis sats 70 30 

@ostrotawool) per PoUNdamaaccece ews e secs 10 043 

Cost of mutton equals receipts from mutton. 3 1.40 1.80 


In this hypothetical case, price of wool goes down 
(from A. to B.); returns from mutton go up; expense per 
head remains the same; “cost of production” of wool goes 
down; profit per pound on wool and net returns per head 
both increase. 
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III. Cosr or Woot, with Murron Returns DEcREASING AND WooL 
Returns INCREASING 


Total Receipts $2.20 


MUTTON COST= 


RECEIPTS FROM MUTTON 
8 140 


aS Receipts from Wool $1.49 i 
Total Expense $2.10 ——————— 


Total Receipts $2.75 


MUTTON COST= NE 
RECEIPTS FROM MUTTON PRO 
$1.00 J. 


7 a 
FE 
65 
}+-—____ Receipts from Wool’ $1.75 es 
pee 


Total Expense $2.10 


From the total expense per head, deduct returns from 
mutton; the balance is the “cost of production” of the 
wool. 


Item A. B. 
Returns from wool, 7 lbs. at 20¢ Ib........... $1.40 $1.75 
(7 Ibs. at 
25¢ Ib.) 
ING Ave) iakejade AMATO soogoaraecmoeoenocoses 1.40 1.00 
Receipts per Hegdiega nas. ck wees Ooeee eee $2.80 $2.75 
J Dpqalevacey asf Vekel ae han ages amis Soc OSC 2.10 2.10 
INRA ROS bin. Sarten eae aren etree ee eae ee eee $0.70 65 
Total expense minus receipts from mutton 
equals, “cost: Ole. wOO lassen ens acre cern ieeee 70 1.10 
“Cost” of mutton equals receipts from mutton} $1.40 $1.00 


In this hypothetical case the price of wool goes up 
(from A. to B.); returns from mutton go down; expense 
per head remains the same; cost of production of wool 


goes up; profit per pound on wool and net returns per 
head both decrease. 
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IV. Cost or Corton, wir By-Propucr Rerurns DEcrEASING 


Total Receipts $.30 


NET COST R NET 
OF COT TON. PROFIT 
16.25 ¢ ; lo¢ 


| je Total Expense §.20 


Total Receipts $.28 


NET COST 
OF COT TON 
18.254 


Vota Feperseig ao SSS 


NET 
PROFIT 
5 


BY-PROOUCT 
RECEIPTS 1.75¢ 


From the total expense per pound, deduct receipts for 
by-products; the balance is the “cost of production” of 
the cotton. 

PAPER TR ECCCOMD US orci eee tenn, levers asi neater ererhola eaves 30¢ per lb. 


Cotton, 26.25 cents 
Seed and Linters 3.75 cents 


MING ber BEER DETISCe ter serier utes crevscsaerateysislcusressseienais creistetesecaps 20¢ per lb. 
INCH O iter tacit wes tree Seared rok ee ees 10¢ per lb. 
MMLOUaEVE CEI USime repos cclertier svsleaisiepessiels)sre/8) crest scorers 28¢ per lb. 


Cotton 26.25 cents 
Seed and Linters 1.75 cents 
Ota eeM STP CNSCume arise esa qapsis srasreaiee aaacls os Gels 20¢ per Ib. 


ING IB ROTIE Soe by SACO PCO CO ne RODEO Oneor 8¢ per lb. 


A reduction of over 50% in the returns from by- 
products reduces the net profit only 20%. 
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V. Cost or Sucar, wirh Morasses Returns INCREASING 


Total Receipts 3.06 


NET COST 


OF SUGAR 
J.86¢ 


EEE Total Expense $.04 —-——— 


Total Receipts 6.48 


NET 
PROFIT 
248¢ 


NET COST 


OF SUGAR 
J4¢4 


MOLASSES 64 


._—______— Total Expense $.04 a ae | 


From the total expense per pound, deduct receipts for 
by-products; the balance is the “cost of production” of 
the sugar. 


AS LE OUaL: “RECCINGS? «ek tiy, Keto ee oem ee eee 6¢ per Ib. 
Sugar 5.88 cents 
Molasses .12 cents 


“POUGI MER CNSG: Mic ctu oct Cm aioe Meee ee 4¢ per Ib. 
INGE-<Profith chars tces Go. Ber oe Seen ee ee 2¢ per Ib. 
Be Total Recipe cece eer: jor emiuc ace oee eee 6.48¢ per lb. 


Sugar 5.88 cents 
Molasses .60 cents 


Po tal Expense ey x. eu aera eeetance ce ree 4¢ per |b. 
Net Bioht. aueaeae cee eee ~ 2.48¢ per Ib. 


A 400 per cent increase in receipts from molasses only 
increases the net profit by 24%. 
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VI. Cost or Murron 1n 1910 anv 1918 


Total Receipts $2.56 


MUTTON|\ WOOL COST= 


s 
Ss 
x 
K 
S 


Total Expense $2.11 >} 
Receipts from Mutton $1.. 


Total Receipts $8.82 


NET MUTTON WOOL COST= 


PROFIT COST FECEIPTS FROM WOOL 
2.18 $2352 #432 


ee rata expen 36-64 ——————_——————___| 
fo Receipts from Mutton $4.50 


Mutton considered principal product. 
Returns from wool set off as a credit against expenses 
and balance considered as “cost of production” of mutton. 


Item A. (1910)/B. (1918) 
IRGHUTMMEM INO. ATNVIAKON, Sasweapenooomonooeadous $1.39 $4.50 
VECULMS MIrONU WOOO tesecic otis eloreler vores oteue ais aterars 1.16 4.32 
Receipts per Meal sara san asi ssese tarts os $2.55 $8.82 
XD ONSE MOCK MCA Characters chersischccswicaraistscheie staotei 2.11 6.64 
ING EAMCIUL Conse ae ha nee Me COIO re more tee $0.44 $2.18 
Total expense minus receipts from wool equals 
COS Gm Ole TULLE DOLL metre aneaieke chetercce 4 crete tebe «te 95 2.32 
Cost of wool equals receipts from wool...... 1.16 4.32 


From 1910 to 1918 the price of mutton went up; the 
price of wool increased; expense per head also increased; 
“cost of production” of mutton increased but the profit on 
mutton and net returns per head increased greatly. 
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VII. Cost or Murron, with Mutton Returns CoNSsTANT AND 
Woot Returns INCREASING 


Total Receipts $2 80 


NET MUTTON WOOL COST = 


PROFIT COST RECEIPTS FROM WOOL 
 .70 8.70 $/40 


\ + 
kL Receipts from Mutton S140 
Fate Expeose 2:10 oe 


Total Receipts $3.50 


NET WOOL COST= 
PROFIT RECEIPTS FROM WOOL 
$ 140 v 2/0 


kb Receipts from Mutton $1.40 
Totel Expense $2.10 ee | 


Mutton considered principal product. 
Returns from wool set off as a credit against expenses 
and balance considered as “cost of production” of mutton. 


Item A. BB; 
Returns trom niu iton cseecnre centers ere $1.40 $1.40 
oH tNo SPITE GOIN. cane Palate oe ake wretan eieetes 1.40 2.10 
REGIS) DED Gad in-ear ree < citer ernest enero $2.80 $3.50 
Bispenses per hGad Bunucus + 0 cnees Chee eee 2.10 2.10 
IN [Eine sasfoutl nays pane O ener aa ob nse $0.70 $1.40 
Total expense minus receipts from wool equals 
“costs Of cmubtOnie ne seats rte iaee te eee 70 0 
“Cost” of wool equals receipts from wool..... 1.40 2.10 


In this hypothetical case returns from mutton remain 
the same; expense per head remains the same; returns 
from wool increase by 50%; “cost” of mutton goes down 
to zero; profit on mutton increases from 70¢ a head to 
$1.40 a head; net returns per head are doubled. 
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VIII. Cost or Murron, wits Murron Rerurns Constant AND 
Woot Rerurns DrcreAsine 


Total Receipts $2.80 


NET MUTTON WOOL COST= 


PROFIT COST RECEIPTS FROM WOOL 
4.70 %.70 8 1/40 


1 
— Receipts from Mutton $1.40 a 
_—————— Total Expense $2.10 | 


Total Receipts $2.40 


MUTTON WOOL COST= 


COST RECEIPTS FROM 
# 1.1/0 WOOL §/.00 


= Receipts from Mutton $1.40 =| 


Total Expense $2.10 


Mutton considered principal product. 
Returns from wool set off as a credit against expenses 
and balance considered as “cost of production” of mutton. 


Item A. 183. 
etumne LrOLMMULLOM! bret aac cise ss cs coe co s $1.40 $1.40 
is WOO Me sreiticr ert shear eel esous ence euattas 1.40 1.00 
IRECEMOS CLINCH crass oss wieve vine wineries vs eces $2.80 $2.40 
EE OOMSC MP CISA rieteie cite claletveleotevste sien vets iets 2.10 2.10 
ING: TBR Rn ano noon onaaanOpoaeaecet $0.70 $0.30 
Total expense minus receipts from wool 
xo: Soo” Cit wsIRKOIM sscocacngo000000K06 70 1.10 
“Cost” of wool equals receipts from wool..... 1.40 1.00 


In this hypothetical case returns from mutton remain 
the same; expense per head remains the same; returns 
from wool decrease; “cost” of mutton increases; profit on 
mutton decreases; net returns per head decrease. 
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2. Apportionment Method of Determining Cost 


IX. Cost or Woot, with Mutton Rerurns INCREASING AND 
Woo. Returns CoNSsTaNT 
Total Receipts $2.40 


MUTTON WOOL TTON| WOOL 


EXPENSE EXPENSE PROFIT \PROF/T 
81.05 8/05 835 | $55 


Net Prokt $70 | 
Total Expense $2.10 es eS 


Total Receipts $3.50 


MUTTON WOOL MUTTON WOOL 
EXPENSE EXPENSE PROFIT PROFIT 
$1.26 8.64 J.84 f.56 


; ei Net Profit $1.40 Se 
een atewen Total Expense $2.10 — 


Expenses apportioned between wool and mutton in the 
same ratio as the receipts from each. 


Item | A. Be 
Returms trom wool? lbs) at 20¢.<. ........<- $1.40 $1.40 
(7 lbs. at 
20¢) 

a CAPRI ECO Tare eee tree nee atare ee 1.40 2.10 
Recelp ism per bead a... cece eatcen peu Meck eae $2.80 $3.50 
Epes per: INGA Giese eerie sek Cormeen 2.10 2.10 

Neto Profit wacces cota cee enone eee $0.70 $1.40 
Returns TrOmswWOOl Mas ene ee mee aeeceeceee 50% 40% 
% V> MGEINUGGOUE see sere acne re ere eee 50% 60% 


Iixpense charged vs. wool (in A) = $1.05 + 7 Ibs. = 15¢ Ib.; (in 
B) = 84¢ + 7 = 12¢ |b. 

Expense charged vs. mutton (in A) = $1.05; (in B) = $1.26. 

Profit per lb. on wool (in A) =5¢; (in B) = 8¢. 

Total profit on wool (in A) = 35¢; (in B) = 56¢. 

Total profit on mutton (in A) = 35¢; (in B) = 84¢. 


In this hypothetical case the price of wool remains the 
same; expense per head remains the same; returns from 
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mutton increase by 50%; profit on mutton increases 
from 35¢ to 84¢; cost of wool decreases from 15¢ to 12¢ 
lb.; profit on wool increases from 5¢ Ib. to 8¢ lb.; net 
returns per head doubled. 


3. Modified Apportionment or Tariff Commission 
Method 


X. Cost or Woot, with Mutron Returns INcreasING AND WooL 
Returns Constant 


Total Receipts $2.80 


MUTTON WOOL MUTTON 


EXPENSE EXPENSE PROFIT 
FBS 81.25 8.55 


| r Net Profit §.70 + 
Total Expense $2.10 


Total Receipts $3.50 


WOaL PROFIT HIS 


MUTTON WooL MUTTON 
EXPENSE EXPENSE PROFIT 
1.02 $1.08 51.08 


| ye ee Nedrvents | a0 
Total Expense $2.10 


Expenses which can be directly traced to wool are 
charged to it; shearing, dipping, wool twine and sacks, 
packing and marketing wool. The remaining expenses 
are apportioned between wool and mutton in the same 
way as in Method No. 2; that is, in the same ratio as 
receipts from each. 


Item A. B. 
Returns from wool, 7 lbs. at 20¢...........- $1.40 $1.40 
(7 Ibs. at 
20¢) 
Returns from mutton ..........-+--eeeeeees 1.40 2.10 _ 
Receipts per head .......-.. eee e eee ee eeeee $2.80 $3.50 
Expense per head .........-eeeeeeeereeneees 2.10 2.10 
INE JEON coocgooneeeedgI0000000 CACHOuG $0.70 $1.40 
Expenses for shearing, etc., are charged to 
wool, per head ........sseeeeceeeececeees 40 A0 


Ss ne 
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$2.10 —.40 = $1.70 (balance to] $2.10 — 40 =—$1.70 (balance to 


be apportioned). be apportioned). 
This remainder ($1.70) Remainder ($1.70) ap- 

apportioned 50% to portioned 60% and 

each; share borne by 40%; share borne by 

WOOL 16 dean eet vee $0.85 WOH We osha att as see $0.68 
Total expense charged Total expense charged 

VS me WOO a cnvctaena orga $1.25 VEU WOOL ee ue euee eats 1.08 
Total expense charged Total expense charged 

Vise WMUGGOM sc ceeelee mrs 85 V8, JOUGLON! cos os tenets 


Cost of wool (in A) 18¢ lb.; Profit on wool (in A) 2¢ lb. Cost 
of wool (in B) 15.45¢ lb.; Profit on wool (in B) 4.55¢ lb. 


In this hypothetical case the price of wool remains the 
same; expense per head remains the same; returns from 
mutton increase by 50%; profit on mutton increases from 
55¢ to $1.08; cost of wool decreases from 18¢ lb. to 15.45¢ 
lb.; profit on wool increases from 2¢ lb. to 4.55¢ lb. 
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